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rapid growth of country. The central governrt.ent as well 
State Gov crn.i.ent has teen ectabllEhed a large number of 
public aiterprises in tne country. The main objective 
behind promoting large number of these enterprises has been 
mainly to gain control oi ti;e commanding hlghts of tJie 
economy. 


The state government of U.P. took the lead ajid has 
so far invested about ks. 663074 lacs in about 61 opera- 
ting purlic enterprises, 'Ivday these enterprises cover a 
vast and varied range u£ activities. Trie Ut£k'iC is the 
second biggest in terms o:: employment and fifth in tej.iiis 
of investment. 


I have always been careful to make as dispassionate 
and detailed study as could be possible in the circumstan- 
ces. In this stiidv 1 have deoeiid uoon the Information 
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and importance ol financial management, second chapter 
covers growth o± public enterprises in the state, third 
covers growth of UPSuIC. An attemptjj has been made about 
longtermsas well as shorterms financial management i'n 
UPSliTG, A critical study of finajeial apprailsa in UPSkTC 
has been also discussed in the last chapter. 
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CH^^>TER I 

Introduct lon- 

Financial Management is concerned with the 
managerial activities pertaining to the procurement and 
utlllaation of funds for business purpose. In the words 
of Charles L, Farther, "The finance activity Involves 
acquiring and administering the funds of the firms." ^ 

Thus, it involves the operational activity of a business 
enterprise that is resjsonsible for obtaining and 
utilising the funds required for its efficient operations. 

Undoubtedly, finance is the life blood of 
business .Financial management may be rightly termed as 
the science of money. We need finance for the production 
of goods and services as well as their distributions. 

The efficiency of production and marketing operations is 
directly influenced by the manner in which the finance 
function of the enterprise is performed by the finance 
personel. The ambitious plans of a businessman would 
remain mere dreams unless adequate money is available to 
convert them into reality. In the early ages of industrial 
development capital was not of much significant and 
financial requirements of business were limited. The method 
of production was extremely simple and the tools and 
equipments used were quite crude and inexpensive. Labour 
was more important than capital, production could be 
termed as labour intensive. Under such a set-up, finance 


1. Charles L.Parther, Financing ^siness Firms, Irwin, 
Homewood, lllionsT 1966; Page.'4 '■ — ' 
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fid not pose aiy big or serious problem. As industry grew 
and the method of production became increasingly complex 
and the machines, tools and equipment became more expensive 
and the financial requirements of industries also grew. 

The industrial revolution changed the very nature and 
complex of industry. Production began to be carried on a 
mass scale for national and international markets. This 
necessitated the use of huge and complex machinary and very 
large quantities of raw materials. Manufacturing operations 
had to be conducted in big factories. All these developmen-l! 
made industry capital intensive and capital became one 
of the most important factor of production. 

In modern age, there are three Important activities 
of the business firm - finance, production and marketing. 
Finance is taken to be the most important factor of all 
the three. The changing facets of finance can be analysed 
by dividing the entire process into three broad concept.^ 

It starts from ttie early part of the present century wherein 
finance is regarded as just cash only. In other words, this 
approach Just emphasises only on the liquidity and financing 
of the enterprise. It is believed that since nearly every 
business-'? transaction involves cash, directly or indirectly, 
finance is concerned with every thing that takes place 
in the conduct of the business. But, it is important to 
note that the meaning of term 'Business* gs used here, 
is too broad to be meaningful. 

In the second step of evolution, the traditional 
approach became prevalent. It is concerned with raising of 
funds used in an enterprise, and covers (1) InstrmSHntc, 
institutions and practices through which funds are Baised 

al Management 
1 , 1963 Chapter 1- Page.3. 
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1. Ezra soloman. The Theory of Financial Management 

New Yark, Colximbia University Press, 1963 Chapter 1- Page. 3, 
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and (ii) the legal and accounting relationship between 
the coropa ny and its sources of funds including the 
redistribution of income and assets among these resources. 

This concept of finance is broader than the 
first one. Although the problem of financing business 
enterprises during the 1940 ^ and early 1950 ^ was 
dominated by this 'traditional apparoach', it could not 
last for a longer period because this approach totally 
ignored the function of an efficient employment of 
resources. 

The modern approach of finance Involves an 
^Integrated Approach* to finance. According to it, finance 
is concerned not only with the raising of funds but their 
administration also. This approach to finance is thus 
concerned with (a) determining the total amount of funds 
to employ in the firm (b) allocating these funds 
efficiently to various assets and (c) obtaining the best 
mix of financing i.e. the type and amount of corporate 
securities.^ 

The traditional approach outlived its utility, 
in the changed business situation since the mid 1950^ , 
because of its emphasis on the episodic financing and 
lacking in 'sound theoretical underpinnings*. Various 
economic and environment factors have changed the approach 
to, and the scope of, financial management. The emphasis 
has shifted from episodic financing to the managerial 
financial problems, from raising of funds to efficient and 

i. Ezra Soloman, The Theory of f inanclar'Management, New Yark, 
Columbia University Press 1963, Chapter I, Page-22. 
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effective use of funds. The modern approach embodied 
with sound analytical theory. 

Function of Financial Management- 

Accordlng to Herbert G.Hichs and c.Ray Gullett- 
"The Manager of finance activity is the guardian of the 
firmb money" To prove himself as an efficient guardian, 
the finance manager of a modern business enterprise 
has to deal with four management functions in finance- viz. 
(1) Planning (2) Organising (3) directing and (4) controlling 
the financial activities of an enterprise. All these are 
analysed as under- 

1. Planning » Planning the financial activities Involves 
ftSttihg up of objectives and targets that 
an enterprise seeks to achieve within a 
certain period of time. In other words, 
it involves three important aspects, viz., 

(i) setting up of objectives, (il) methods 
of Implementation of the various plans 
for the purpose of realising the objectives 
set-out; and (ill) making necessary 
adjustments and Integration. 

Financial planning is a very systematic 
job which only an experienced financial 
manager can perform most efficiently. 

He has not only to estimate the fixed as 
well as the working capital requirements 
but also formulate the capital structure 


01. Herbert G. Hicks, C.Ray Gullett. Modern business management 
MoGraw-Hill Kogakusha, Ltd. Tokyo, 1974, Page-258. 
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to determine the various types of securities 
and their relative proportion whereby the 
total capital is to be obtained. Besides, he 
should also plan the actual procurement 
of fixed and working Capital supply but also 
the actual uses for which the capital so 
procured should be put. 

2« 0rqanisino function- 

The ortianising function of management is 
concerned with coordination of the responsibility 
for various operational areas in the financial 
set-up so that specific results are expected 
from different action points. The financial 
manager should fix up responsibilities of 
various experts with maximum care, 

3. Directing function- 

The various objectives Indicated by the 
planners in the chart under the financial 
planning function should be properly communicated 
by the financial manager to all other section 
Heads engaged in the financial division so as 
to make them understand what they are expected 
to do and how. 

4. Control - 

The control function of financing focusses on 
knowing and judging performance in various ways. 
The three major aspects of this function are: 

(i) knowing performance actuals; (ii) judging 
performance against standard targets etc; and 
(ill) taking necessary corrective action which 
in turn iiroolves removal of snags as well as 
revision of targets. 
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The controlling function can be undertalcen by 
taking objectives and targets as norms against which 
actual performance is observed for determining the 
variances , if any; which may be both favourable and 
unfavourable. From the stand point of the management 
excessive favourable variance is as bgd as excessive 
unfavourable variance. This is because wide variance 
indicates, the failure of financial management. Based on 
the nature of these variances, corrective action should , 
be taken both in the financial division as well as in 
other operational areas. Financial management is a day-to- 
day op'.rational system of managing the funds of the 
enterprise in such a way that would give the best results 
in the given circumstances. Since almost all kinds of 
business activities directly or indirectly involves 
acquisition and utilisation of funds, an inseparable 
relationship exists between the finance function on one 
hand and production, mkarketlng and other functions on 
the other. Despite this we can broadly identify two 
kinds of finance function,- flz.- 

(1) . Managerial Finance Function , which requires skilful 

planning, organising, control and execution of 
financial activities as explained in the preceding 
paragraphs. 

(2) . Routine finance function which do not require a 

great managerial ability to carry them out. Generally 
they just Involve clerical functions as they are 
Incidental to the effective handling of the managerial 
finance functions. 

The routine finance functions will have to be 
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performed In order to effectively execute the itianagexlrl 
finance functions. The important routine finance functions 

(1). Supervising cash receipts and payments 
and safeguarding cash balances, 

(li). Safe-keeping of securities and other 

valu ble documents like insurance policies, 

(iii). Procuring and preserving mechanical 

details of fresh outside financing, if any, 
(iv) . Record keeping and reporting. 

According to Ezra Soloman, "the function of 
financial management is to review and control decisions 
to commit or recommit funds to new or ongoing uses. Thus, 
in addition to raising funds, financial management is 
directly concerned with production, marketing and other 
functions within an enterprise whenever decisions are 
made about the acquisition or distribution of assets." 


01, Soloman, Ezra, The Theory of financial Management, 
Columbia Oniversity Press 1969, Page 3. 



Oblectlves of Financial Management . 


It is generally agfeed that the financial 
management objective of the firm should be the maximisation 
of owners ' economic welfare. However, there is disagreement 
as to how the economic welfare of owners can be maximised. 
Two well known and widely discussed criteria are put forth 
for this purpose are- 

(A) Profit maximisation (B) Wealth maximisation. 


Profit maximisation means maximising the rupee 
income of the firm. Traditionally, the business has been 
considered as an economic institution. As such, it has 
developed a common measurement of efficiency, viz, profit* 
It is, therefore, possible to assume profit maximisation 
as a natural business objective. 

But the critics of profit maximisation as an 
objective of financial management argue that profit 
maximisation is a consequence of perfect competition and 
that in face of imperfect modern markets today, it can not 
be a legitimate objective of the business enterprise. 

As Antony, Robert remarks, in this changed business 
structure which is now chracterised by limited liability 
and a divorce betvieen management and o\mership, i.e., 
holders of equity shares and creditors. The owner-manager 
of the 19th century has been replaced by professional 
manager who has to reconcile the conflicting objectives of 


Antony Robert, N., The Trouble with profit maximisatJi 
Harvard Business Review, (Nov-Dec. 1960) pp. J26-34 
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of all parties connected with the business unit, viz., creditors 
customers, employees, government etc. As such, profit 
maximisation, in this new business environment looks 
unrealistic, difficult and immoral. 

Besides this, as Soloman opines, profit maximisation 
has been rejected as an operational criterion for maximising 
the owner's economic welfare as it can not help in ranking 
alternative courses of action in terms of their economic 
01 

efficie-ncy. This is because it is vague, it ignores 
the timing of returns and it ignores risk. 

(B) Wealth Maximisation 

Wealth maximisation, as an objective of financial 
managesment is now regarded as an appropriate and 
operationally feasible criterion. This is because, it 
provides an unambiguous measure of what financial management 
should seek to maximise in making investment and financial 
decisions.®^ 

Wealth maximisation means maximising the net 
present value of a course of action. The net present value 
of a course of action is the difference between the gross 
present value of the benefits of that action and the amount 
of investment required to achieve those benefits. The gross 
present value of a course of action is found out by 
dicounting or capitalising its uenefits at a rate which 
reflects their timing and uncertainity. A financial action 
which has positive net present value creates wealth and, 
therefore, is dislrable. A financial action resulting in 


01. Soloman, Ezra, The Theory of Financial Management, 
Columbia University Press, 1969, Page-19 

02. Ibid, p.22. 
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negative net present value should be rejected. 

The rationale in using wealth maximisation 
concept as an operating financial management policy, can 
be summed up from different stand points as follow: 

( 1 ) , The Interest of the supllers of Loan Capltal - 

Short Term and long term supllers of loan 
capital are totally safeguarded by the wealth maximisation 
objective. This is because, if a compary pursues the policy 
of maximisting the wealth of share-holders who are legally 
eligible to get their share only from balance of the 
earnings that remains after settling the due of the 
supllers of loan capital, there is no risk to such suppliers 
of loan capital. They are legally entitled to a fixed rate 
of interest on their capital, besides enjoying a prior 
claim on the earnings. 

(2) . Employees - 

Employees* interest are also protected by the 
corporate policy of wealth maximisation. It is, of course, 
true that the trade unions should, through their bargaining 
process, achieve a fair share in the wealth that is 
maximised to all the employees of the company. 

(3) . The Management's Intcrest- 

Although certain situations, causing conflict 
between the share holders and managements gogls, were to 
emerge on certain occasions, the management can survive 
in the company for a considerable length of time only when 
it accepts the objective of wealth maximisation as a guiding 
rule, and take precautions to ensure that its actions are always 
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governed by it. When once it accepts wealth maximisation 
as a normative guide, it can also keep the shareholders 
of the company happy. 

(4). Society- 

Acceptance of the wealth maximisation 
objective by any firm, will also benefit the society. 

There are many social responsibility of a firm, such as 
the supply of quality products at low prices to the 
customers, maintaining cordial industrial relations, etc. _ 
which are only possible by the wealth maximisation. 

Basd on the foregoing discussion, we 
can easily say, maximisation of wealth should be regarded 
as operting objective by which financial decisions are to 
be guided. 

Financial Management of Public Enterprises 
Public enterprises play a signiricant role in the 
economic growth. The performance of these enterprises 
is held under critical observation by the various 
segments of the society. The critical observation has two 
aspects, on the one hand there is a comparision between 
the performance of enterprises in public and private 
sector and, on the other, those enterprises are subjected 
to test On the basis of the return on the huge public 
investment in the public sector. 

In a capital scare economy like India, the allocation 
of investment in the public sector obviously to be viewed 
with great concern because the socio-economic objectives 
of the state do not only aim at raising the standard of living 
of the masses but also generating adequate Capital to be 
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invested in the economy. This obviously directs our 
attention to the need of an efficient management of 
public enterprises. Efficient financial management 
has contributed significantly not only to profitability 
but also to the creatio^ of a balance between the 
procurement and the utilisation of funds. Hence, the 
need for better financial management in public 
enterprises has been felt particularly in the light of 
revised policy. 

The management of public enterprises, like any 
other enterprise, has to pay utmost attention to the 
effective management of all resources Including the 
finance available to them. 

Public enterprises, basically are the commercial 
organisations and so finance becomes the key factor for 
all activities. Finance is the source and at the same 
time constraint in decision making process. Finance 
It involves two important functions, viz, (a) Raising 
funds necessary to initiate a new activity and (b) It 
provides the basis of continued operation. 

In public enterprises as well as in other 
organisation, finance may be of three types i.e., 

(i) Long term (li) Medium term and (ill) Short-term. 

Long term and medium term finance constitutes 
the followings 

(a) Public equity shales and bonds, 

(b) Loans from banking and financial institutions, 

(c) Debentures. 

Funds for the acquisition of productive assets 
are obtained either internally or externally or by 


lombin; 
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generated by retained earnings and depreciations. . 

The major part of external finance of the public 
enterprises is provided by the government in the form 
of equity capital and loans. The long-term finance 
is also procured from the financial Institutions such as 
Industrial Finance Corp, of India, Industrial development 
Bank of India, Life Insuj ance Corporation of India for 
their expansion programme. Because of the rigid conditions 
imposed on borrowing from specialised institution, they . 
constitute a very significant part of total loans raised 
by public enterprises. 

An important area of management of funds of the 
public enterprises is extended to the surpluses retained with! 
the enterprise. On the one hand it is felt that a higher 
rate of retention of surpluses is advantageous to the 
public enterprises because of (a) Quick availability of 
funds for expansion and comparative case in obtaining 
government's sanction for a project finance by internally 
generated resources, (b) Freedom enjoyed by enterprise to 
reinvest its surpluses subject to, no doubt, national 
priorities, (c) Elimination of necessity of obtaining 
government's sanction in case of minor decision or 
replacement modification or marginal expansion, (d) 

Protection of the image regarding the macro as well 
as micro efficiency of the public enterprises. 

On the other hand, the retention of surpluses of 
public enterprises can distart the optimum allocation of 
resources. However, efiective and trained financial • 
manager is very much needed for raising Internal funds 
or strengthing government resources with surpluses of 
public enterprises. 
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Should we have trained financial managers for 
different type of public enterprises or should we have 
general cadre of financial manager? The latter seems to 
be a better proposition. It is, therefore, essential 
to establish a proper institutional frame work for 
providing facilities for training financial managers 
of different levels. Before posting aty financial 
manager in public enterprises, it should be ensured that 
undergoes on orientation in financial management fcr the . 
specific type of the concerned public sector unit. 

In an economy like Indie which is being progressively 
socialised the entire fiscal structure has to be built 
on the stray foundation of profitable public enterprises. 
Deficiencies in the organisation of financial management 
function ultimately refledts on profitability in view 
of the absence of requisite sensitivities in different 
directions. "If the public undertakings are to function 
on business and commercial principles it is imperative 
that their administrative and financial procedures are 
consistent with their requirement. However, these 
undertakings have largely copied the bureaucratic 
procedures obtaining in the Government departments, 

Mejority of them have yft to set up adequate finance 
and accounts organisations. The auditors have repeatedly 
pointed out the inadequacy of financial control and 
internal audit system." 


01. Administrative Reforms Coinmi..slon, Report 
Enterprises October 1967, Page 56. 


Public Sector 
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The Financial Organisation of the Public enterprises may 
be divided into different departraents/sectlons as follows i 

(1) . Accounting, 

(2) Budgeting, 

(3) . Internal Audit 

(4 ) . Cost Control 

(5) . Balance sheet and Prnsfit and loss, 

(6) • Statutary Audit. ' 

(!)• Accounting > 

The malntenace of cash book and accounts, payment of 
bills, preparation of profit and loss accounts etc., are 
also the responsibility of the finance division of the 
public undertaking with the director finance and its 
head. Accounting duties may be classified into (a) Cash 
accounts (b) store-accounts (c) Establishment accounts 
and (d) Corntnercial accounts. All such accounts are 
properly worked into by suitable officers. 

The accounting system is the major c[u - ntitative 
information yystem in almost every organisation, at the 
same time it provides an effective tool of financial 
control. It should provide information for three purposes, 

(i) Internal reporting for managers for use in 
controlling routine operations, 

(ii) Internal reportinf for managers for use in 
making non-routine decisions 

(iii) .External reporting to stock holders, government 
and other outside parties. 


( 2 ) . Budqeting - 

The budget of a coiopary is its financial blue-print 
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for a specified normally 12 months. It Is one of the 
chief instruments of financial control as well as 
authorisation where by the administration is enabled 
to carry out its polices and programmes. It has been 
suggested by the Administrative Reforms Commission that 
the public undertakings should prepare a comprehensive 
budget to embrace the entiie organisation. The budget 
of a public enterprise has also to meet the requirement 
of accountability . The Estimates Committee in its 
report on Budgetary Reforms has recommended that 
industrial undertakings should prepare a performance 
and programme statement for the budget year and that 
this statement should be made available to parliament 
along with the previous year's statement at the time of 
the presentation of annual budget. 

l^he bui get, at present, is used mainly for 
defining of physical targets against which actual results 
are compared at the end of the year. Budget should be 
looked Upon merely as an instrument that provides the 
basis for obtaining funds or as an instrument of control 
over those who are authorised to spend. 

"The budgeting system should provide for a regular 
system of financial and work plans for approval, execution, 
reporting and the evaluation of scheme and projects. 
Towards that end, an adequate system of reporting and 
evaluation has to be developed to support performanca 
budgeting." 


01. A.K.C. Report of the study team on financial management, 
May, 1967, Page. 184. 
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(3 ) . Internal Audlt - 


Internal audit is another important veapon of 
financial control. It is managerial control and its 
objective is to provide assistance in discharging the 
managerial functions. It differs from the auc.it 
conducted by the Comprtoller and Auditor General as the 
objective of the latter is to examine the propriety of 
the financial transaction. In a large Industrial 
enterprise, the scope of control and supervision that 
can be exercised by the Supervising Officers is limited. 

It is expedient to set up a full-fledged internal 
organisation in such undertakings to be continously 
engaged in inspection and internal appraisal of 
performance. Internal Audit in relation to public undertakins 
should not be viewed as an additional check exercised 
in advance of eternal audit. 

(4 ) • Cost Control - 

C03 1 control as the part of financial management 
function has attracted due attention in recent years in 
public enterprises in India, ^his function is performed 
by the finance division of undertakings. The cost account 
department is responsible for maintaining cost accounts. 

The Importance of cost control has been emphasised by the 
planning cotnlssion and Parliamentary Committee on public 
undertakings that cost reduction unit should be established 
in each project and standard costing should be adopted. 

In absence of a proper costing system the price of the 
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product can not be fixed correctly and adequate control 
of various elements of costs can not be exercised, 

(5) - Balance sheet and profit and Loss Accounts- 

The balance sheets and profit and loss account 
presented every year in the meeting of the Board of 
Directors of the company also provide an opportunity for 
exercising internal financial control. The balance sheet 
should be intended to convey a truthful statement as to 
the company's financial position, and should not 
conceal any known cause of weakness in thatpesition. 

Balance sheet is an important mechanism through which the 
financial operation is controlled. This provides a vide 
range of opportunities for the authorities concealed to 
make an over all assessment of the situation. Alongwith 
the balance sheet, profit and loss account of the company 
i.s also prepared and presented to the Board of Diaactors 
meeting every year. 

(6) . Statutary Audit - 

All the Government Companies are subjected to audit 
by Chartered Accountants generally called Statutory Audit. 

By the virtue of the powers vested under s ction 619 of 
the companies act, the Comptroller and Auditor General 
can give directions to the auditors regarding the 
manner in which the company's accounts shall be audited 
and can give to such auditors , instructions with re-.ard 
to any matter relating to the performance of their functions. 

The auditoi* of the corapaty are appointed by the 
Central Government on the advice of the Comptroller and 
Audi-or General of India. 
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Development of Public Enterprises . 

The development of public enterprises in India started 
mainly after independance. During the past-independance 
period the State Government expanded their activity in 
several fields, with the initial and primary emphasis on 
promotional and develo;-ment undertaking, ^he speedier 
growth, infact, started with the second five years plan period 

It has been rightly reroakred by our former Prime 
Minister Shri Rajiv Gandhi that the public sector is not 
just an Industry but an 'article of public faith'. These 
enterprises have become the basic pillers of self-reliance, 
scientific and technological development and speedy 
industrialisation depend uix>n how with their leadership 
steers them ahead. 

At the time of indpendence, the agriculture and 
industrial sectors were in primitive stages of development 
and government has no comperhensive programme for the 
country's economic development. It was in 1948 that 
government announced its first Industrial policy to 
accelerate economic growth. In this policy it was remarked 
that the problem of state particpation in industry and 
the condition in which private enterprises should be 
allowed to operate, has to be judged in that context. 

This resolution recognised the principle of fixed economy, 
in which the private and public sectors would operate side 
by side to achieve the objectives. 

In this pobicy all the industries were divided' into 
four broad categories. In the first category the central 
government was given the exclusive monopoly to manufacture 
of arms, the production ant; control of atomic energy 
and the management of Rail-ways transport. 


The second category covered six industries viz. coal, 
iron and steel, aircraft manufacture, ship building, 

Manufacture of telephone, telegraph and wireless appartus 
and miniral oils. 

The third category consisted of these industries 
were regarded necessarv in national Interest and they 
were subject to the control and regulation in consultation 
with the provincial government. This category covered 18 • 

basic Industries, viz- 

1. salt 2 

3. Primemovers 4 

5. Heavy Machines 6 

7. Heavy chemicals 8 

9. ilectric chemical in- 10 
dustries. 

11. Rubber Marufacture 12 
13. cotton Textiles 14 

15. Sugar 16 

17. Mr and Sea transport 18 
and 

The fourth category of 1 rdustries covered the treat 
of the industrial field which was open to private enterprise, 
individuals as well as co-operative. Although the government 
retained the right to interfere when it think necessary. 

The need for change in industrial policy was felt 
soon as several important development and taken place 
since then. Main of them were; adoption of dirpctive principles 
of state in the constitution and top priority given to hegvy 
Industralisatlon in the second five years plan with the 
result the government announced its second industrial policy 
resolution on April 30, 1956. In this policy, public sector 


. Automobiles 
. Electric engineering 
. Machine tools 
. Fertilizers and drugs 
. Non ferrous metals 
. power and industrial alcohal 
. Cement 

. Paper and news prints 
. Defence industries. 
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was given predominant role to play in the development of the 
country. All the industries were divided into three 
categories. There are 17 industries listed in Schedule 'A', 
in which case the state has undertaken the responsibility 
of establishing all the new units. In the second category, 
there were 12 industries listed in schedule 'B*, which 
will be progressively state owned and in which the 
state will generally take the initiative in establishing 
now undertakings. In this category the private sector 
has also been allowed to develop industrial enterprises 
of its own or with state participation. 

The third category comprises all other industries 
not listed in Schedule A & B. They have in general been 
left to the initiative and enterprise of the private 
sector. However, the state has reserved its rights to 
interfere even in this category. 

The resolution contemplates closer co-operation 
between the public and private sector and made it clear 
that the policy of the government is to assist the 
private sector so that it may feel confident, function 
efficiently and may assist in the economic development of 
the country. 

The changing condition and the growing experience 
again necessitated modifications in the industrial policy, 
1956, on February 2, 1973. The Government of India 
announced some important changes in It providing for the 
operation of a joint sector and redefinition of lapger 
industrail houses to prevent concentration of economic 
power in the hands of a few. It has, however, made clear 


that the industrial policy resolution 1956 will conti rue 
to govern the government policies for achieving the 
objective of growth, social Justice and self-reliance 
in the industrial growth. 

The public enterprises have come to cover quite 
a large part of the Indian economy and in this regard, 
the Industrial Policy 1956 has cecome the charter of its 
development. On December 23, 1977, the new Janta 
government also announced its 1 rdustrial policy. According 
to new industrial policy, “There will be an expanding role 
for the public sector in several field. Not only will it 
be the producer of important and strategic goods of basic 
nature, it will also be used effectively as establishing 
force for maintaining essential supplies for the consumers. 
The public sector will be charged with the responsibility 
of encouraging the development of wide range of ancillary 
industries and contribute to the growth of decentralised 
production by making available its expertise in tecjinology 
and management to small scale and cottage Industries sectors. 
It will also be the endeavour of government to operate public 
sector enterprises on profitable and efficient lines in order 
to ensure that investment in these industries pays aid 
adequate return to society," 

On 23rd. Dec. 1980, the Industrial policy of the “Janta 
Government" introduced some basic changes for the public 
sector. This policy recognised the forcing problems of 


01. The Economic Times. 


Delhi Dec. 24, 1977, page 
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unemployment and rural urban disparities. The objectives 
of this policy diverted towards removing the distortions 
of the past, so that the genuine aspiration of the 
people can be met within a time bound programme of economic 
development. 

"On 23rd July 1980, a new industrial policy was 
announced by the Janta Government." This policy insisted 
not only to restore faith in the public sector but also 
evolve effective operational systems of management in the • 
public sector. The public sector was entrusted with the 
task of raising the pillars of economic infrastructure 
in the country. This policy stressed on its contributions 
in terms of generating surpluses and employment for 
further growth of the economy need to be improved. The 
government has decided to lauch a drive to revive the 
efficiency of public sector undertakings. It also proposed 
to take effective steps on developing on managerial cadres 
in functional fields, such as operations, finance, 
marketing and information system." 

Uttar pradesh happens to be one of the backward states 
of the country. At the time of independence the factory 
establishment and production were quite limited and low. The 
greater part of industrial activity was accounted for by 
small scale industries. The state participation in the 
industrial field v/as only limited to financial support to 
small scale irdusttles and cottqge industries. At that time 
the state was also backward from the point of provision of 
infrastructural facilities. 

It was only under the planned development programme that 
government started taking active participation in the industrial 


01. - Government of India "Industrial Policy Statement dated 23rd 
July 1980. The Economic Times Vol.XlI, No, 120. page A." 



activities fot the economic development of the state. During 
the last seventh five years plan period, efforts were 
directed towards improving Infrastructural of state with 
a view to accelerate the pace of all arround economic 
growth in both the agricultural and industrial sphere. 

The governmentof Uttar Pradesh has been persuing 
the policy of industrial development of the state within 
the overall industrial policy of the country. It is in 
accordance v;ith this policy that several public enterprises 
have been set up by the Uttar Itadesh State Government. 

Regarding private particip>ation in the economic field, 
the government of Uttar Pradesh has adopted very constructive 
approach. The Uttar pracesh State Government has established 
various financial and industrial development units in 
public sector only for develoiment of private sector and 
private individual entcrpreneurs. In this connection the 
document on fourth five years plan of the state clearly 
stated that "As far as the state government is concerned, 
besides establishing certain Industries in the public sector, 
it will provide all reasonable facilities to the private 
sector to play its role in the economic development of the 
state"- 

The financial management is important for any business 
undertaking including of a public enterprises. However, it 
becomes all the more important especially in an under-developed 
economy like India, which is striving for rapid socio-economic 
transformation through a public sector. Notably, as a potent 
instrument, a well meaning financial appraisal not only helps 


01- Fourth Five Years Plan, Planning Deptt. Govt, of U.P,1969 
Page-60. 
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largely in defecting goal-deviation of a business enterprise 
but also guides in ensuring effective and efficient 
utilization of available resources both physical and financial. 
Remarkably, financial appraisal is neither diagostlc 
in nature nor therapeutic in practice. It is a means of 
making an appi'aisal of the various project and making a 
choice amongst them of the most feasible one in view of 
the required investment and expected return. Simply 
financial appraisal is a scientific evoluation of the 
profitability and financial strength of any business concern. 

In fact financial analysis is the process of making an 
anatomical study of the financial and operational data 
contained in the profit and loss account and the balancesheet 
of a given concern and thereby satisfying the information 
need of the internal and external users of such data. On 
the other hand financial appraisal in the process of 
scientifically making a proper and comparative evaluation 
of the profitability and financial health of the 
given concern on the basis of summarised and analysed data. 

In general, every state enterprise has a governing 
board and exeetttive management. As usual the governing 
board in responsible for taking decision on major policy 
issues related to the enterprise concerned and also for 
performance of overseeing function with a view to have 
sufficient and desirable control over it. The governing board 
also to see that the enterprise of the government is being 
operated in accordance with the plans, priority and policies 
of the government anc they are being run in the larger 
public interest. It has to ensure that various resources 
of the enterprise are being used in most proper and efiective 
manner in the inter ost of organisation and to achieve its 
basic objectives. 
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The executive management is supposed to impiement 
the policies determined by the board and to run the 
organisation with maximum possible efficiency. At various 
levels, the executive manager performs various functions 
of management, such as- planning, organising coordinating, 
directing and control of business, as a whole within the 
scope of basic policies, operational policies and operational 
objectives of an organisation are also determined by them. 

"The overall Job of a executive manager is to create 
within the enterprise an environment which will facilitate 
the accomplishment of its objective. He will, of course, be 
also vitally affected by the external environment in which 
the firm roust operate, but he will have little, if any power 
to influence government policy or economic, social 
conditions. Within the enterprise or his department, however, 
the manager is responsible for the environment in which 
his subordinates work. In cooperative enterprlses-whether 
there be government, universities, churches, hospitals, 
or business firms- the able manager creates conditions 
conductive to ef.'.ectlve work. In doing this the manager 
plans the operations of his subordinates, selects and trains 
them, organises their role relationships, directs their work 
and evaluates the results," 

Development of adequate transport facilities is highly 
essential for the growth of any economy. The Road Transport 
also plays an important role in this connection. The 
government of Uttar Pradesh has been alive to this fact and 


01.- 0, Donell, Koontz, Principles of Management "An analysis 
of managerial functions". 

McGraw Hill, Publishing Co. P.46. 
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has been taking active interest in the development of 
road transport facilities in the state. 

U. P.Government has set up state level public 
enterprises so far. Out of these U.p.State Road Transport 
Corporation is the second biggest in terms of employment 
and fifth in terms of investment. 

Initially, the government established a departmental 
undertaking for the purpose in the name of O.P. State 
Roadways in May 1947. L;,ter the government realised the 
difficulties and limitations of running it as a departmental 
undertaking and with a view to provide better, economical, 
more efficient and borad based services to the public, it 
had decided to convert it into a statutary corporation. 
Accordingly, the government set-up U.p.State Road Transport 
Corporation under the provision of the central Road 
Transport Corporation Act, 1950, with a view to provide 
adequate transport facilities, which is a pre-requisite 
for the growth of the economy to provide rail -road 
coordination, to provide and reinforce Infra-stjfructural 
facilities so as to achieve an all around development 
of the state. Its services have been getting popular and 
with the result it had to extended on all Important 
routes of state, mostly running parallel to railways, even 
without the adequate suppiort facilities. 

Towards achievement of this objective the main functions 
of the cODporation can be listed as under- 

(i) to operate road transp>ort services in the State and in 
ary extended area. 

(il) to provide for any ancillary service required for the 
efficient functioning of the organisation. 



(iii) to purchase vehicles of such type as may be 
suitable for use in the road transport services. 

(iv) to provide facilities for the consignment of 
storage and delivery of goods. 

(v) to train person in order to improve the skills, 
so that their officer? could be improved, 
render assistance to others for the provision 
of facilities for training, education and 
research. 

(vi) to manufacture, purchase, maintain and repair 
rolling stocks vehicles, plants and equipments. 

When it was running as a departmental undertaking, 

it was financed entirely by appropiiations from the 
treasyry and all or a major share of its revenues were 
paid into the treasury. Besides this enterprise is also 
subject to the budget, accounting and audit control 
applicable to other government activities. The total 
investment at that time when it was departmental undertaking 
was Rs. 2292.93 lakhs. 

On 1st May 1947, the to ;al investment was Rs,210.58 
Lakhs, which increased at the beginning of the first five 
year plan was Rs. 315.54 lakhs. 

U.P. State Road Transport has been operating buses 
all over the state and being an essential services. It is 
highly desirable for it to provide prompt and efficient 
service to the people of the state. For the purpose only 
efficient management enable the U.P. State Road Transport 
Corporatirn to fulfil these requirements. 


The overall management of the corporation has been 
entrusted to a board of directors. Its main functions 
are policy making giving direction for their execution 
and exercise sufficient control over the working of 
U.P.S.R.T.C, The overall control of the corporation has 
been vested in a board of directors constituted in 
accordsBce with the provision of dentral Road Transport 
Corporation Act, 1950. The Act gives a gieat amount of 
latitude with regard to the constitution of board. 


Scope of Study 


The U.P. State Road Transport Corporation has 
a unique place in the economy of Uttar Pradesh and it is 
one of the most important State^f level public enterprise. 

It is second biggest of U.P. State enterprises in the 
terms of employment and fifth in terms of investment. 

The operations of UPSRTC have been increasing 
substantially but it can not be taken to be a successful 
undertaking. Its operations have to be subject to severe 
oritleism from time to time. Its management have been 
making efforts to improve its working and fulfil objectives 
with which it has been set up, but they have yet to show and 
prove their mettle in taking it out of red and provide 
quality services to the public of the state at large. 

The study of this unit, has been undertaken mainly 
with a view to make in depth study of UPSRTC, to find out 
the actual position of its financial management. 

Efforts have been made to study its efficiency, 
specially in financial area. Is its performance satisfactory 
in financial area or not? If not, what are the reasons for 
unsatisfactory performance? What has been the results.? 
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What has been done further to bring necessary improvements? 

The present study comprises of 7th. Chapters. An 
attempt has been made to study the place of O.P’s contribution 
to economy of India, role of tfansport in development, 
role of road transport and UPSRTC in development of U. p. 
and India. 

The studiKd historical position of state enterprises 
has been studied and then the growth of enterprises specl^ally 
since ind^endanoe. The growth of U.P. State Road Transport 
Corporation has been studied since independence, specially 
from 1972-73 when the corporation was formed. 

The main aim of the study is to measure the financial 
management of UPSRTC specially from 1972, when it 
started operating as a corporation. An attempt has been 
made to understand the envolving pattern of managerial 
efficiency in the state Road Transport Corporation, mainly 
on the basis of critical analysis of all the aspects 
of road transport confilicts. The conflicts are relating 
to financial and non-financial both. 

Methodology of study 

The present work has been divided into 7 chapters. 

In the beginning of the first chapter the significance 
of the study has been discussed and brief and outlines 
of financial management and growth, objectives and trends 
of public enterprises in state and form of management have 
been given, which naturally lead us to study the managerial 
aspects of public enterprises, with special reference to 
UPSRTC. 

The second chapter which follows deals with the 
growth of public enterprises in Uttar Pradesh. The part of 



study has been made with an object to construct the outline 
of UPSRTC in Uttar Pradesh. 

The third chapter has been exclusively devoted to 
the study growth of U.P.State Road Transport Corporation since 
1972 when it was formed, which one of the main fadtors 
of our study. 

The fourth chapter of the study is related to 
governing board and management of UPSRTC. 

The fifth chapter is devoted to long term financial 
management in UPSRTC has been analysed the long and short 
term financial management in UPSRTC. 

The Sixth Chapter is related to working capital 
of UPSRTC. 

A critical appraisal of financial performance 
of UPSRTC has been elaborated in detail in seventh chapter. 

In the ends centain conclusion, observation and 
recommendation based on the analysis of the preceding 
chapter have been given. It has several valuable suggestions 
which must have definite bearing on the performance of 
U.P.State Road Transport Corporation. 

Ihe data of study have been drawn mainly from the 
secondary sources although primary datas also have been 
made use of whereever the secondary sources were not adequate. 
For the collection of primary data, field investigation was 
resorted to through the combined method of questionnaires and 
personal interviews. 

In the present study, we have depended more upon 
the information compiled with the help of various annual 
reports of UPSRTC and personal visit to head office of UPSRTC, 
Lucknow ma ly a times. Consultation with the Senior Officers 
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was made. Various five year Plans, and annual plans 
of U.p. also helped in our study. The reports of 
Comptroller and Auditor General on public enterprises 
also helped us to get necessary information regarding 
this study. 




In the north, the shlwallk ranges and the groat Hirnalyan 
mountainous zone and in the south Vindhya ranges have 
deraarkated its boundaries and it is surrounded by the state 
of Tibbat and Nepal in north, Madhya Pradesh in soutii, 
Punjab, Hariyana/ Rajasthan, Delhin west and Bihar in east< 
It covers a large area, perhaps the biggest area compared -t 
ary of the states of India union, except Madhya Pradesh, 
Rajasthan and Maharashtra, It is fourth largest state of 
India. The total area of Uttar Pradesh stood at 2,94,411 sc 
km. (11,3,656 sq. miles). From the population point of viev 
Uttar Pradesh is the biggest state in India. The total 
population of Uttar Pradesh was 11,08,62,013 according to 
census of 1981. 





The most Important language of the state is Hindi, 
spoken by 84.67 % of population as its mother -tongue. The 
second most important language is urdu spoken by 10.70% 
of papulation. Six major communities live in the state 
naraely-Hlndu, Muslims, Sikhs, Jain, Chrisitian and Buddhists. 

During the 19th century, the power of British 
gradullay extended towards West Bengal. In 1836, the 
possession of East India CompaiV in the present of Uttar * 
Pradesh and Delhi were combined under the name of north^;r'- 
Western province. The remaining portion of Jal^an, Hamirpur 
and Jhansi were acquired later during 1840-53. Awadh, which 
had remained out till then, was annexed in 1856. In 1858, the 
whole of the north western Province, excluding the Delhi 
division, was formed 4?nto a single administrative territory 
and capital transferred from Agra to Allahabad, In 1877, the 
combined province was knovm as Nor thes-We stern Provinces 
of Awadh. The name was changea in 1902 to the United Provinces 
of Agra and Awadh. In 1937, it was shortened to United Provinces 
and after few years, the capital was transferred from 
Allahabad to Lucknow. On January 12, 1950 its name was 
changed to Uttar Pradesh, At present it has 60 districts 
and 11 commissioner ies. The total income of state as current 
prices came to Rs.6,880 crores in 1985-86 against the Income 
of Rs.1490 crores in 1948-49. Uttar Pradesh has an unenvious 
position in the iniustrlal map, Insplte of its large 
population and area, Uttar Pradesh ranks fifth amongst various 
states of the country regarding industrial units. In the 
small industries sector U.P. ranks third after Punjab, and 
Maheirashtra. 

The economic gro>irt:h of the state has been slow, as a 
whole, there has been heavy reliance on private s-.ctor for 
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accelerating development of state. More than 75 % of 
population depend upon agriculture, which is wholly operated 
under private sector. The industries also were mainly 
developed by the private sector. Prior to attairunent of 
indpendance of the country, its economic development was 
almost conspicuous by its absence due to colonial policy 
persued by the alien rule in the country. 

Growth of public enterprises in India, took place ^ 
only recently and development of industrial enterprises 
set up by state government of U.P. took pl„ce even more 
recently. The longest history of the state working in 
business is that of mining. Stone-quarries were worked 
departmentally in Mirzapur, Almora and in some place of 
Bundelkhand region. The stone quarries were under different 
departments at different times. In the initial stages. 
Directorate of Im ustries supervised the work but later, 
in 1910, public works department undertook the work of 
stone quarries and used the stone for construction for the 
public purpose. It was 1907, the government established a 
harness and saddlery factory at Kanpur., which was known 
as Counpora. Most of the products of the factory was 
utilised in the army. At the time of first world war in 
1914-19 nearly 2,325 employees were working in that factory. 

Another notable work of the state in this field 
was the establishment of opium factory at Gazipur. This 
factory processed all the opium leaves. The factory occupied 
an area of about 45 acres field and its main activity was to 
prepare opium for the Chinese market, where it was known 
as Banarasi opium. Opium was also suj plied froim United 
Provinces for consumption purpose to m. ny provinces like 
Punjab, Bengal Assam and Burma. The factory had been also 
producing Marphia and its salt and codia for medical purpose. 
During the busy season from April to June about 3500 
persons were employed dally while at other times rumber of 
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persons were from 500 to 2000 per day. 

In 1919, the government of Uttar Pradesh established 
two more factories known as Turpentine and Rosin factory. 

Saw mill and Tannery at Bareilly. But due to heavy losses 
incurred by them, the government transferred them to 
private sector. Therrfore, the management of compaiy was 
tiansf erred by the U.P.Government to a syndicateof private 
entrepencurs, who subsequently by the managing agency of * 
the company to M/s. J.p.Srivastava and Sons of Kanpur. 

They managed the affairs of the company till 1947, when 
the management waS again taken over by the U.P.Government 
during 1947-48. The mein objects and functions of the 
company are to manufacture and sale of Rosin and Turpentine and 
other by-products. The raw material used by the company 
are pine, resin supplied by the U.P. Forest department. 

The government of Uttar Pradesh also initiated the 
commercial activitl es within the state in cottage industries 
and handicrafts. A plan to encourage the cottage woollen 
industries was established in 1935 when the government of 
India sanctioned Rs.18, 500/- far improvement of designs 
in the production.®^ 

With a view to provide reasonable price and marketing 
facilities to the artisans, government establis hed United 
Provinces of Arts and Crafts Emporium in 1936. The 
performance and responsibility of emporium was Xqulte 
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was Rs. 216578 from 1936 to 1939. In 1939-40 Arts and 
Crafts Emporium was merged with the United Provinces 
Handloom EStiporium. Prior to merger, these tvx) emporiums 
were managed by department of Industries of Government. 

In the field of handloom, the government had set-up 

stores at Gorakhpur and Mahaher at Basti for trading activities 

in Cttton handloom. But later on, these stores were 

transferred to cooperative society, same steps were 

also taken in case of store at Sandila, Mau, Barabankl 

and Amroha (Moradabad). The main object of the merger of 

above two empcolum was to cx-eate a centralised max-keting 

organisation for the sale of goods manufactured by the 

artisians. The board had 35 agencies within and outside 

the province for the marketing purposes. Besides, marketing 

board had 14 manufacturing units at the following places-°^ 

1. Amroha at Moradabad district 

2. Etawah 

3. Sandila 

4. Barabanki 

5. Gorakhpur 

6. Maunath Bhanjan at Azamgarh district, 

7. Khalrabad at Sitapur district, 

8. Mallawan at Hardoi district, 

9. Kalyanpur at Kanpur district 

10. Sikandrabad at Bundelkhand district, 

11. Magaher atBasti district 

12. Ichauli at Barabanki 

13. Gazipur 

14. agra. 


01- Administration Report of the department of Industries 
and Comnieioe United Provlnic:es-1937-38. P=.ae.35. 



In the sphere of financing also, the government 
adopted positive a; proach in order to encourage the 
development of minor industries in the province by 
providing them with financial accommodation. A 
limited liability company known as the United Provinces 
Industrial financial Corporation Ltd., was established 
with an authorised capital Rs.50 lakhs in 1938. The 
registered office of the corporation was sa.fted from 
Lucknow to Kanpur in t he month of March, 1940. A sum of 
Rs.ie, 823 was paid to the Corporation by the government 
in December 1939 on account of goods subsidy for the 
year 1938-39. During the first 17 montiis of its working, 
the corporation made a profit Rs.16,393. In the board 
of the corporation, there were 3 directors appointed by 
the U.P. Government. The main function of the Corporation 
was to provide loans at the moderate rate of interest. 
Subject to certain conditions the government had agreed 
to make annual payment to the corporation not excseding 
Rs.1.5 lakhs per year. 

Another development in this period was the 
nationalisation of passenger transport services by the 
U.P.Government in May 1947, with a view to provide 
economical and comfortable transport facilities and also 
to aid arround development in the state, under the Road 
Transport Corporation Act, 1950 passed by the Union 
Government. The U.P. State Road Transport Corporation was 
established on June 1, 1972 and U.P.Government Roadways 
was merged with this corporation. The head office of this 
corporation was established at Lucknow. 

The government of Utter Pradesh took more interest 
in the establishment of the business enterprises directly 





only after the attainment of independance of the country. 

The main objectives of Ithese enterprises can 
be summarily enumerated as under i 

(i) Development of basic infra-structure such as 
construction of roads and bridges, provision 
of electricity for the Industries and irrigation 
for agriculture, 

(iJ) Exploitation of local fesources and entrepreneurship, 
(ill) Promotion of balanced regional development. 

(iv) Upliftment of weaker section of society like 
Harijans and Girijans, 

(v) Provision of better amenities to the society 

in general in the form of adequate and efficient 
and economic road transport, 

(vi) Setting up of manufacturing corporations to 
take over and reviving back to life the sick 
industrial units. 

(vil ) Improving the health of its citizens by the 
provision of safe potable water, whole some 
milk and other daffy products. 

(vill) Provision of shelter to the needy 

(ix) Protection of the agriculturists and the 

consumers from the exploitation of the middlemen. 

Before the attainment of independance, there 
were only two State Government enterprises were run by 
U.P. State Government, in whic h the total investment 



was Rs,221,76 lakhs. These two government enterpri'ses 
were Indian Turpentine and Rosin compary and U.P.Government 
Roadways, During 1947 to 1950 only one enterprise 
was added in total number of state government enterprises, 
l^his is the Central Dairy Farm, Aligarh, which was 
nationalised in Nov. 1948 by the U.P.Government. This 
farm was established in 1899 by Edward Keventor. The main 
purpose of this farm was to produce standard quality dairy 
and piggery products as well as mutton. Another objective • 
of this farm was to create a centre for training personels 
in various aspects of husbandry. At the end of 1949-50, the 
total investment in these three enterprises was 
Rs.296.19 lakhs. 
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Growth of State Enterprises Since 1950 ; 

Public enterprises are largely a post indpenciance 
phenomenon specially since 1950. Britishers, who ruled 
India for a very long period, established only few 
enterprises in public sector, only to rule the country 
affectively such enterprises Included posts, telegraphs 
and ordinance factories. Railways during British period 
were started in the private sector. The issue of public use 
private sector gained significance after indpendance. The 
first industrial policy statement issued by the government 
of India in 1948, which was later amended in 1956. This 
modified resolution of 1956 reaffirmed that "all industries 
of basic and strategic importance or in the nature of 
public utility services would continue to be in the public 
sector. Industries, which are Essential and require investment 
on a large scale which ohly the state in the present 
circumstances could provide would also be in the public 
sector." The need for creation of public enterff)rises 
was felt after attaining political indpendance in 1947. 

This was needed for greater production and proper distribution 
of wealth, which private sector failed to achieve during 
long life of its stay in almost in every sector of economic 
activity. The objective for creation of public enterprises was 
to^rorldd a firm b. se of setting upcore industries like 
pov/er, coal, steel fertilizers, atomic energy and machine 
building in public sector. During the last four decades 
the public sector has emarged as major sector in India's 
economic grov/th. 
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In a public sector undertaking objectives have to 
be seen in more than one dimension. Public enterprises 
like a rv other institution work for fulfilment of needs 
of certains groups of individuals who have direct or 
indirect interest in their welfare and growth important 
among them are government, parliament, share holders, creditors 
and customers, employees and public. Thus formulation of 
objectives is important to minimise problems. 

For the achievement of above objectives and to . 
solve the problems, during tbe four decades sin' e independanoe, 
the growth of public sector ente. prises in Uttar Pradesh 
has been enormous- both in terms of investment and scope 
of activity. During the period 1950 to 19^0 the first 
important development ’■ as the establishment of government 
precision Instrument Factory at Lucknow in 1950-51. It 
started with a capital investment of Rs. 26.94 lakhs for 
the production of water meters, pressure gauges. But the 
factory did not earn ary profit, later on recovered 
iignlfaicantly. In February 1975, the U.p.Government 
transferred the factory to U.P. Instrument Ltd. a joint sector 
project Incorporated by the M/s, Scooters India Ltd. and 
U.P, State Industrial Develojpment corporation. 

Another notable development of this period was the 
establishment of government cement factory at Churk 
in 1963-54. The total capacity of this factory was 4. SO lakhs 
tonnes cement production per annum, with a view to bring 
efficient management and boost the cement production U.P. 
Government established the U.i'. State Cement Corporatioi'i 
on March 29, 1972 and it was transferred to the corporation 
with effect from April 1st. 1972, 
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In a public sector undertaking objectives have to 
be seen in more than one dimension. Public enterprises 
like aiy other institution work for fulfilment of needs 
of certains groups of individuals who have direct or 
indirect interest in their welfare and growth important 
among them are government, parliament, share holders, creditors 
and customers, employees and public. Thus formulation of 
objectives is important to minimise problems. 

For the achievement of above objectives and to , 
solve the problems, during the four decades sin', e independance, 
the gro\'rth of public sector ente; prises in Uttar Pradesh 
has been enormous- both in terms of investment and scope 
of activity. During the period 1950 to 19^0 the first 
important development as the establishment of government 
Precision Instrument Factory at Lucknow in 1950-51. It 
started with a capital investment of Rs. 26.94 lakhs for 
the production of water meters, pressure gauges. But the 
factory did not earn ary profit, later on recovered 
4±gnlfaioantly. In February 1975, the U.p.Government 
transferred the factory to U.P. Instrument Ltd. a joint sector 
project incorporated by the M/s. Scooters India Ltd. and 
U.P, State Industrial Development Corporation. 

Another notable development of this period was the 
establishment of government cement factory at Churk 
in 1953-54. The total capacity of this factory was 4.80 lakhs 
tonnes cement production per annum, with a view to bring 
efficient management and boost the cement production U.P. 
Government established the U.i', State Cement Corporation 
on March 29, 1972 and it was transferred to the corporation 
with effect from April 1st, 1972. 




1950-1960 . 
TABLE NO^ 2-1 


S.No. Name of Inciustries 

Year 

Total 
Investment 
(in lakhs) 

1. Government precision Instrument 

Factory 

1950-51 

42.83 

2. Government cement Factory 

1953-54 

348.62 

3. U.P. Financial Corporation 

1954 

187.02 

4. U,P, State Warehousing corporation 

1958 

. 15.00 

5. U.P. State anall Industries Corpora- 

1958 

10.18 

6. U.P. State Electricity Board 

1959 

7,253.71 

TOTAL AMOUNT INVESTED 


7,857,36 




table shows the nariber of public 






increased from three in 1948-50 to Nine upto 1950-60 and 
total investment increased from Rs.296.19 lakhs to 
Rs, 7857. 36 lakhs. In other words, at the end of 1959-60, 
the total number of State enterprises Increased to 9 
ard total investment stood at Rs. 8890. 76 lakhs in 
comparison to Rs.296.19 lakhs in 1949-50. Thus, a net 
increase of Rs. 7, 594.57 lakhs took place during this 
period. Out of total investment Rs. 8, 890.76 lakhs, Rs. 1363.22 
lakhs were invested in four departmental undertakings, 

Rs. 7455. 73 lakhs in three Statutory Corporation and - 

Rs.71.81 lakhs in two companies at the end of 1959-60. 

On 20th. August, 1960, the state government of Uttar 
Pradesh had taken over a compary of M/s.Vibhuti Glass Wdrks. 

It was incorporated in 1940 as a public limited compa ry 
at Ram Nagar, Varanasi, The agreegate of outstanding loans 
and Interest due with compary amounted to Rs.10.84 lakhs 
as on 20th. August, 1960, when the glass factory tas taken 
over by the government on lease for a period of 20 years. 
According to the lease-deed executed between the OTOor 
of the compary and govi-rnment, the profit and loss is to 
be shared between two parties in equql portion on the 
expiry of lease period. The factory which is since then 
being run as a departaentally managed undei taking a 
government is engaged in making bottles on automatic machines. 

The U.P, State Industrial Development Corporation was 
established on March 29, 1961 as a private corapary, registered 
under the Indian Companies Act, 1956. The compary has 
a subsidary compary also named M/s.Almora Magnesite Ltd. 

The Corporation rendered financial assistance by under-writing 
the issue of shares of public lAmited Companies. 



3rd. 1965. The 


Registration Act, 1860 On May 
of this corporation is to promotethe welfare of State 
employees employed in the public enterprises. 

On 20th. Jamary 1966, the state Gove!.nment of Uttar 
Pradesh has established U.P.Export Corporation as a 
government company. The Coi jx^ration has been coordinating-. 
the activities of the exporters with various export 
promotion councils. Besides this, the corporation undertakes 
the internal marketing of various products also. This 
Corporation also helps to the exporters to take interest 
in international markets. 

The U.P. State Government established U.P. State Agro 
Industrial Corporation on M^rch 29, 1967. This Corporation 
promotes the agro industrial development of the 
State. This corporation deals raary activities in the field 
of agriculture and help the formers. The U.P.State 
Government established another cement factory, known 
as government cement factory at Dala, The main objective 
of the establishment of this factory was to increase the 
production of cement in the State, 

The U.P.State Textile Corporation was established 
on Dec. 2, 1969 for the production of yarn. The main 
objective of the corporation was to establish textiles 
Mills and undertakes their management. At 


the time of 
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company no. 2 at Sandila, Rampur, Kashipur and Magaher 
(Basti). The head office ofthe corporation was established 
at Kanpur. 

The period from 1970-1980 may be marked as an 
important era, as it witnessed a phenomenal growth of 
State Government enterprises in Uttar Pradesh. During this 
period, 46 public enterprises were established in diverse 
field. Three departmental undertakings viz- U.P.Governmen£ 
Roadeays, centralDairy Farm, Aligarh and Government Cement 
Factory (Churk and Dala) were merged with the newly 
established corporation named U.P. State Road Transport 
Cor orations U.P. Pasudhan Udyog Nigam and U.P. State 
Cement Corporation. The fourth departmental undertaking 
U.P. Government Precision Instrument Factory was 
transferred to U.P. Instruments Ltd; a jolng sector project 
in 1974-75. 

Over all picture of growth of such 61 public enterprises 
in Uttar Pradesh can be seen with help of the following 
table. The table shows the growth and total investment 
of these 061 public enterprises- 
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The above table l'Io.2-2 sho\<s, the total Inv-stment 
in 61 Qitorprises (including cix caitcrprisos cstablishc'd 
in 1976-77 and M/s.:?ibhuti GlaoS Worte Varan =,si) \;as 
Rs. 5, 63,074 lakhs at the end of 3lst.r.arch 1907. 

Th abov'G taJ'lc ’.Ico 3ho\jn that Enorgi' in an im- ortant 
s ctor 'flibhin str- cnt-. rpricoo, om. 1 ying the inanjor diun): of 
states recoun.es. In a' ition to the State Electricity Board 
UP hajya V- ;Ji!Ut Ufcpadan Wigam has been set up e-hich is at 
present ii.i Irmanting the Uichahar Th.'rtnal Fovex Project. 

To in( .ji.j.y and iraploiicnt tJic i.iini no micix) hyoel projects 
in n onci hills sre-as, a oopnrcttQ company Irn b tn cot 
^ , This company is presently implo.ienting three raini hyuol 
projects and is mdertaking studies and survey etc. lor 
19 othor^ projects. 

Major enterprises under manufacturing group or 
Coment, Sugar ,Tostile and Auto-Traci ors, v;hile cement 
units i.'ore set up to utilise tlio lime stone deposits 
nvailal.'le in liirsapur District, Sugar Units are the r .suit 
of take over oi sic)c su.iar units . rtiin priv tc secuor in 
1971, specially to look after the inter st oi cane ^ roarers, 
efforts could be made for their rehabilitation, modernisation 
and expansion, as the unit: Mere c_uitr old;, -bth isolate 
thcchnology and nonviable cap.-.city. fcortile corporation '..'as 
set up to provide cotton yarn to the haiidloom woav rc 
scattered over the .state as the entire yarn re.uir i.io t 
of U. P. ’..>ns being met ’■'y the units outside tlie state. The 
corporation has set up 13 spinning Mills \.’r:th one 5 lao 
spinala.a to fetch not OiJ.y th'- .j'^ede of rl-o state but h:is 
also been pro_. ... .siv ly cxixirtin. its y-arn to forcJgT. 



A Tractor Uait,Auto Tractors Ltd. was sot up at Pratapgarh 
in the bacla.'arS area of the state to accelorsto tlie 
developrnont of agricultwe. The unit has had i;.B ovm 
troubles since inception and is rtranino und'-r ad 

In tho scr-'ia; sector tl.oro ar>. 8 ent • rpri- o, like 
I'PSRTC, J-,1 nia-.--,, .arolioucinj cor:-oration o .^11 th^se 
eat '.rprir-cn arc _,uhlic uliliti 's p-oviain r.ent.ial raici 
b-’Sic aiiioniti'-B to f o cltinen of tnc 8;.atc. Th-oe 
ent'-;rprises account for more than 255» of tho total 
empioyment in Sratc enterprises. 

There are 3 ente prises in the Financial and 
Promotiojil category, namely, UPFC, PICUP and Panchayati 
Rajya Vltta lligam. The first t\io are engaged in providing 
finand. al assistance in the industrial devoloiDmont of 
the state and have done tjcceedingly well and remained as 
top performance. Hicir jood p'.-r-ori.ia.ir.e over a p riod 
of time will place the state on the Industrial map of 
the country. Panchayati Raj Vitta Kigain provi .es assistance 
to Panchayati P,sj institutions and contributes to the 
de\^lopment of small scale rural indu^trios. 

17 Setoral Development Corporations have been set 
up to cater to the specific needs of the different sectors 
of the Inclastry in tho State with emphasis on value added. 
Enterprises in fields, like Brassware, leather and Handloom 
have h: Iped to small and poor artisans v;hich v;ere being 
exploited by the prevalent trade practices through imparting 
training, providing rav^ mat rials- and marketinr their 
produce. 
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U. PiElecbronlcs Corporation has been set up for 
the development of the electronics industry. It is 
not only competing with other electronics units in the 
country' specially in consumer electronics and computer 
hardware but also has beeai working as a development 
agency in this vital sunrise industry. It has been able 
to attract and establish a number of electronic 
componait industries, vrtiich will go a long vjay in the 
overall devoloj-went of the state. Similarly for 
exploitation of niinftrnl resources of the state and 
developing fisheries, tourism, forest, w.ath, separate 
corporations have b' ai set-up. Chalchitra lllgam owns 
the largest chain of Cinema halls in the country and 
is an effort to reach the rural massege and provide 
them recreational facilities. It has, however, been 
recently closed dovm. To assist the cane grovfers 
four Corporations have boai istablishod on area basis 
to provide financial eissistance for procurement of 
seed fertilizer and pesticides etc. 

Divisional Developtnont Corporations, were set 
up in each revenue division to concentrate on the 
develoi^raent of the revonue divisions through setting 
up of units based on available ra\; materials and 
to assists the local talents in setting up small scale 

For the development of Economically Weaker Sections, 
i.e. the scheduled Castes and Scheduled Trites and 
minorities, 5 Corporations have been set-up, to provide 
spo iflc schemes for thd. r upliftment specially in the 
arc.-i of the finance and housing, imp^jrting training gI:c, 
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There are five enterprises under the construction 
Sector. Two construction corporation which gre off-shoot 
of the state. Public itorks Department have been set up 
to develop competitive strength, not only in the works of 
the state but also to undertake jobs outside as 
contractor. These corporation, i.e.. Bridge Corporation, 
Nirman Nigam have developed by not only completing the 
works assigned by the state in time as far as possible but 
have also been able to secure contract works too. 

Besides, local development authorities in major 
towns, the U.P. Housing and development Board has been 
continuously endevouring since 1966 towards solving the 
housing problems of xirban population in the State, The U.P. 
Police Awas Nigam has been set up recently specially to 
construct houses for Police personnel and department in a 
time bound framework. An other enterpjrlse UPSIDC is already 
engaged in providing developed plots and sheds for 
Industrial purposes. 

The summerised p)osition of Public Enterprise of 
the state is as under. The following table shows the form 
of organisation of the U.P.State government enterprises, 

TABLE No. 2-3 

STATEMENT SHOWING THE FORM OF ORGANISATION OF UPS PEs 


statutory Corporation 


Company 


1. Service Enterprises 

5 

1, Manufacturing Enterprises 

8; 

2. Financial Enterprises 

2 

2. Service •" 

3 ! 

3 . Sectoral Enterprises 

3 

3, Financial " 

2' 

4. Housing development 

1 

4. Sectoral " 

14 

enterprises 


5. Divisional Development 

13 



6. Weaker Section 




7, Others 



11 


"Sir 


' Total (ll+50)= 61 on at 31 March IBS'? 
Sourcei— Based on forgoing 'table No«2«*2 
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The above table shows that out of sixty one enterprises 
11, enterprises have been established as statutory corporation 
and 50 enterprises In the form of company. 

The next table shows the classification of Enterprises 
according to year of establishment* 

TABLE NO. 2-4 

STATEMENT SH0WIN3 THE YEAR-WISE GROWTH OF PEs IN THE STATE 


Year 

No. of Enterprises 

Upto 1967 

10 

1967-1972 

7 

1972-1977 

36 

1977-1982 

4 

1982 and after 

4 


IT 

Source- Compiled from *A Handbook of Public Sector enterprises 
in State ' . Eddition 1986- Page (V) 


The above table shows that the period of 1972-1977 
may be marked as a period of phenomenal grovrth of public 
enterprises in the state. 36 public entepoises were established 
in the period from 1972-1977 while 25 public enterprises 
were established in other period. From 31st March, 1982, only 
4 PEs were established in the state. 

The next table shows the investment on the basis 
of nature of working of state Government Enterprises 
with total investment t 



TABLE No. 2-5 


S.No. 

Nature of Enterprise. 

NO. 

Total investment 

1. 

Energy 

3 

5,607 

2. 

Ma mfacturing 

8 

340 

3. 

Service 

8 

202 

4. 

Financial assistance 

3 

274 

5. 

Sectoral Development 

17 

60 

6. 

Area Development 

12 

18 

7. 

Minorities on weaker 

sectors 5 

9 

8. 

Construction 

5 

121 


Total 

61 

6,631 


Source j Compiled with the help of 'A Hand Book of Public 
Enterprises of U.p, 


The above table no. 2-5 shows that the total 
investment of these 61 public enterprises were near about 
Es.6,631 crores at the end of March 1987. A major investment 
at the end of 1982 was in energy. Energy sector has lion's 
share of near about 60% of total state government 
investment Manufacturing and service enterprises account 
for 7.85% and 4.8% respectively. Remaining 7.35% has been 
invested in the remaining 42 enterprises. 

An analysis of employment position in these enterprises 
reveals at the end of year 1972-73 was about 1,11 lakhs 
employees, which increased to 1.52 lakhs at che of 1975-76. 
During the year 1984-85 about 2.08 lakhs persons directly 
employed in these undert -kings. 75% of totasl employees 
were employed in two largest enterprises viz. U.P. State 
Electricity Board and UPSRTC. 



The consolidate position of the growth of investment 
and employment can be seen from the following table* 

TABLE NO. 2-6 


(Rs.in lakhs) 


Year 

NO. 

of Enterprises Total Investment Total 

Employ- 

ment 

Before 1950 


5 

2.96 

NA 

1951-1960 


9 

88.91 

- 

1961-1970 


11 

583.84 

- 

1971-1773 


37 

1230.00 

- 

1977-1978 


42 

1925.00 

- 

1978-1979 


50 

2115.00 

152320 

1979-1980 


55 

3198.08 

196066 

1981-82 fS 


52 

4219.79 

199884 

1982-1984 


57 

4280.13 

207925 

1984-1986 


58 

569erl5 

208842 

1986-1987 


61 

6631.00 

238576 

Source * Various 
Bureau i 
Jawahar 

reports 
of State 
Bhawan, : 

on public Enterx>rises of U.P. 
Enterprises. 

Lucknow. 

• from 


The above table shows the total employment as on 
31.3.1987 was approximately 2.4 lakhs of this more than 
40% was accounted for by energy sector enterprises, wh''’e 
service sector enterprises share was 26.3% and of m?' 'iring 

enterprises accounting for another 21.8%. About 0 
persons were employed by the subsidiaries of t*' 

Instead of Judging the performance 
enterprises only on the basis of profits 
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GROWTH OF U.P. STATE ROAD TRANSPORT CORPORATION ; 


Introdu ctlon- 

From earliest time "there is record of road and 
wheeled vehicles in India. Good roads, easy communications 
necessorily go with civilization and civilized administration, 
and the Indian civilization goes back not less than five 
thousand years''.^ 

The ancient literature of India is full of 
reference to the existence of good roads. The most ancient 
literature 'Rigveda' contains the description of 'Mahapath', 
the roads. The excavations at Mohan Jodero in Sindh and 
Harappa in Punjab reveal that these cities, which existed 
in 3500 and 2500 B.C., had broad streets with a good system 
of drainage on both the sides. One doubled wheeled chariot 
toy has also been found in the excavations of Harappa. Buddha 
literature is full of ro..d descriptions. Kautilya's Arthsastra 
vividly describes the roads and their administration during 
Maurya’s period. During the time of Chandragupta Maurya 
there was a transport department to look after the maintenance 
of roads. During the period of Muslim, Mohammad Tuglaque got 
constructed a trunk road from Delhi to Daulatabad. Shershah 
Suri is popularly known as a great road builder in Indian 
history. 

It was v;lth the establishment of the British rule 
in India that the pace of development of roads was accelerated. 
In this period also the roads were mainly constructed with 
the strategic and administrative point of view. Lord Willian 


1- Road Development Co mittee Report 1927, Page-4 . 
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Bentinck and lord Dalhousle took interest in construction 
of roads by connecting Peshawar# Delhi and Calcutta by extending 
G.T.Road by 420.4 km. in 1948. 

After indpendence, road development has been considered 
an integral part of our planned development. On the eve of 
first plan, it was admitted that the road system of the 
country was a short of requirements, keeping in view the 
large area and population. The plan visulised a balanced 
development of all kin<.s of roads. The priorities for 
national high ways were fixed by the Central Government and 
for the state, districts or other roads by the Individual 
states in accoddnce with their own requirements. 

As compared to other countries, the motor transport 
in India is of recent origin. The first Motor vehicle was 
imported in 1898. But the development till the first World War 
remained very slow. As a public carrier its use was 
very limited. There were only 4,000 vehicles in 1913. Poor 
road condition was one of the important fjictors responsible 
for its slow progr-ss. The total number of motor vehicles 
on the road at the oeglnning of first five year plan was 
2,94,727 which rose to about 4,18,000 at the end of the plan. 
*^ut this increase was considered very small in view of the 
size of the country and its population. It waS expected that 
the motor transport would rise very rapidly due to general 
growth of economy. In order to review the problems of road 
transport development, the Planning Commission formed a 
special study group. The Planning Commission further . 
recommended liberalisation of terms of permits to the private 
operators. A provision of Rs«89 crores was made in the 
fourth plan for augraehting the seivices of the nationalised 
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transport undertaking s In the states. In addition, the 
Railways had contributed Rs.lO crores to the capital of 
road transport undertaking. 

Growth of U.P. State Road Transport Corporation t 

U. P, Government has set up 58 state level public 
enterprises upto 1988. Out of these UPSHTC is the second 
bigg-est in terms of employment and fifth in terms of 
Investment. Thr- road transport plays an important role in 
faster economic development of any area. Keeping this in 
view, U.P. Government has been taking active and keen 
interest in the development of Road Transport facilities 
in the state. The u.P.Government established a departmental 
undertaking for the purpose in the name of "U.P.Government 
Roadways*. The operation of the state Road Transport 
passengers Bus Services was started on 15th. May 1947 on 
lucknow-Barabanki Roac., to promote Rail Road Coordination 
and balanced development of various modes of transportation. 
The service grew popQlar and had to be extended on all 
important routes of state mostly running p-rallel to Railways. 
This programme was included in the State sector during 
the first five ye;i plcn of the state and was retained as 
a plan programme upto the second year of the second five 
year plan of the state. 

The government of Uttar Pradesh realised the 
difficulties and limitations of running it as a departmental 
undertaking. For this reason and with a view to provide 
better economical and broad-based services to the public, 
the government decided to convert the departmental 
undertaking to a statutory corporrtlcn. 
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iinglj, the U.P.S.R.T.C. was set up on June 
statutory corporation under Road Transport 
i view to provide adequate transport 
balanced development of various modes of 
, Its services have been getting popular 
-suit it had to be extended on all important 
routes of state mostly running parallel to railways, even 
without the adequate support facilities. The head office 
of this corporation is situated at Lucknow. 

The main purpose for which corporation has been 
set up is to promote the provision of an efficient, adequate, 
economical tfansport services in the state. The main 
objective of the corporation was as under* 

(1) to operate road transport service in the state 

and in any extended area; 

(ii) to provide for any ancillary service required 

for the efficient functioning of the organisation; 
(ill) to purchase vehicle of such type as may be suitable 
for Use in the road transport services; 
provide facilities for the consignment, 
i delivery of gooes; 

train persons in order to improve their 
J theieby their efficiency, render asslsi 
j^other for the provision of facilities j 





lakhs. The percentage of net profit on total investment 
in this period was 6.39%. 

At the end of first five year plan (1955-56) 
the total investment increased to Ri.446.94 lakhs and 
net-profit Rs.12.58 lakhs. Thus, in 1955-66, a net increase 
of Rs. 13 1.40 lakhs over the 1960-51. 

It again increased at the end of second five year 
plan (1960-61) to Rs. 1105.30 lakhs and net profit increased 
Rs.659.36 lakhs over the first five year plan. In 1960-61 
the percentage of net profit Rs.214.70 lakhs to capital 
invested (Rs. 1105.30 lakhs) is 19.42 %. 

In the third plan the total investment increased 
to Rs. 1737.46 lakhs in 1965-66 in compar 1 sion to Rs. 1105. 30 
lakhs in second plan. Hence, there was a net increase 
of Rs.632.16 lakhs over 1960-61. In 1965-66 the net profit 
was Rs.215.44 lakhs. Rs. 1784.73 lakhs in 1966-67, Rs. 1805.77 





The percentage of net-profit to capital invested 
was 9.24% in 1969-70 and 10.86% in 1970-71. During 1971-72 
the undertaking earned a net profit of Rs.248.12 lakhs, 
which was 10.70% of capital invested (amounted to Rs. 2292. 93). 
There was no ary capital invested in first two months 
of 1972-73. The net profit of two months viz-^ril anc 
May 1972 was Rs.65.27 lakhs. 

In 1972, the u. P.Governroent converted the Roadways 
in form of corporation named U.p. state Road Transport 
Corporation. The u.P.Government had placed at the 
disposal of the corpoation Rs. U2 crores as equity capital 
and Rs.18 crores as loan. In 1972-73, the state government 
advanced a further loan to Rs. One crore as loan beginning 
the total amount to Rs.l9 Crore. In 1972-73, State Bank 
of India provided loan amounted Rs.50 lakhs. The total 
Investment and net profit after establishment of Corporation 
has been analysed through table no. 3-2 as on next paget 





It may be seen frcan the above table No. 3-2 that 
the total investment in UPSRTC had been continuously 
increased except in 1977-78. The total investment in 
1972-73 was Rs. 25.97 croi'es, which increased in 1973-74 
to Rs.30.05 in 1974-75, a net increasing of Rs.4.08 crores. 
In year 1979-80, the total investment was Rs.59.99 crores 
against Rs. 85.43 crores in 1981-82 anc Rs.92.23 crores in 
1982-83. Rs.107.11 Cr. invested in year 1983-84, while 
it increased upto Rs. 13 2.05 Crs in 1984-85, Rs.163.55 Cr. 
in 1985-86, Rs. 204.99 Cr in 1986-87. Only in 9 months 
of year 1987, the capital investment Increased Rs.225.81 Cr. 

If we analyse the table No. 3-1 and 3-2, we find 
that as a departemfental undertaking upto May 1972, the 
U.P.Government Roadv/ays earned profit, but after converted 
into a Corporation, heavy loss incurred. During 1976-77, 
a profit of Rs.1.21 crores earned by the Corporation, while 
after 1976-77 the loss in 0PSRTC had been continuously 
increasing except during the year 1983-84 and 1984-85. -Jut 
after the year 1985-86, the corporation earned nominal 
profit, which was Rs.7.54 Cr. in 1986-87 and Rs.7.58 Cr. 
in 1987-88. 

As a corporation it had to pay income tax on net 
profit, p";/ment of fees. Sales Tax, which was not acquired 
to be paid by it as departmental undertaking. Although 
private owners already paid these charges and fees yet they 
earned profit. Its reason was mis-management of Corporation 
in comparison of private owners. 

Although the Corporation had incurred heavy -losses 
yet overall position regarding the routes and its total 
distances have been increasing continuously. 














On the analysis of the table No. 3-3 on pre-page 
we find that number of routes and their distances have been 
increasing except 1983-84 and 1984-85. At March 1973 the 
total number of routes was 1,111 with a total distance of 
1,44,974 Rns. It increased to 1208 routes with 1,43,492 Mns. 
distance at 3 1st. March 1974, and mitiber of routes Increased 
from 1208 to 1256, which was 4% on previous year 1974. 

During the period from 1975-80 development of 
nationalised transport services accelerated in the state 
considerably. In 1975-76, the total number of routes was 1310 
with a distance of 1,66,462 Wts, which increased to 1782 
routes with distance of 2,63,178 km. in 1979-80. In comparis;i;on 
of 1974-75, the main distance of routes also improved from 
130 in 1974-75 to 148 in 1979-80. 

Upto 31st, March, 1981, the total no. of routes 
was 1945 with total distance of 2,87,748 kms, which 
decreased upto 1818 routes wi^h 2,69,626 kms. in 1985. From 
1985-86, the number of routes remain increased, it was 
2108 in 1986-87 and 2159 routes upto Dec. 1987, while the 
distance of routes was 3,17,117 kms, in 1986-87. During 
this period the situation remained satisfactory regarding 
the development of nationalised transport services. 

Today, UP3RTC is playing its fleet of buses 
on all important routes of the state, trying to penetrate 
remote rural areas, whereever it is possible. It had a 
fleet of 7,151 buses, 152 trucks and 67 taxies as on 31 Dec. 1987 
However, it has been able to operate itsfleet of buses only on 
about 30 percent of the total road length of the State, Whereas, 
Maharashtra and Gujarat State have already achieved the 
objective of complete nationalisation, the UPSRTC would take 
still sometime to achieve it. 

The progr- ss regarding fleet composition of UPSF'TC 
has been shown in the Table No .3-4 on next page. 
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TABLE NO. 3-4 


STATEMENT SHOWIH3 THE OPERATIR3 FLEET OF UPSRTC : 


Year 

Buses 

Trucks 

Taxies 

31 March, 1972 

4253 

410 

95 

3 1 March, 1973 

4582 

351 

65 

31 March, 1974 

4745 

336 

53 

31 March, 1975 

4851 

244 

51 

3 1 March, 1976 

4958 

183 

41 

31 March, 1977 

5713 

179 

54 

31 March, 1978 

5376 

163 

50 

31 March, 1979 

5645 

170 

55 

31 March, 1980 

5679 

156 

50 

31 Msrcii, 1981 

5853 

147 

33 

31 March, 1982 

5996 

152 

48 

3 1 March, 1983 

5826 

151 

68 

31 March, 1984 

6052 

153 

55 

3 1 March, 1985 

6198 

151 

59 

31 March, 1986 

6288 

160 

56 

31 March, 1987 

6679 

147 

77 

31 Dec, 1987 

7151 

152 

67 


Sources Annual Report of U.P.State Road Transport 


Corporation, Year 1987-£ 
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The growth of UPSfeTC from the point of kilometer age and 
travelled passengers has been satisfactory as total no. of 
passengers travelled about 32 crores as on 31 Dec. 1987, The 
overall position regarding kiloraeterage and travelled passengers 
has been analysed in following table No. 3-5, 

TABLE NO. 3, 5 

statement slowing KILOMETERAGE AND TRAVEL1.ED PASSERn EI S : 

(In Crores) 


Year 

Kllometerage 
earned bv buses 

NO. ot: Travelled'" — 

passenaers. 

31 March, 1972 

22.86 

25.13 

3 1 March, 1973 

23.24 

23.82 

3 1 March, 1974 

24,77 

27.96 

31 March 1975 

26.06 

30.55 

31 March, 1976 

27.60 

32.00 

31 March, 1977 

30.68 

35.03 

31 March, 1978 

31.85 

35.76 

31 March, 1979 

34.34 

39.48 

31 March, 1980 

39.62 

44.91 

31 March, 1981 

42.15 

46.10 

31 March, 1982 

39.30 

41.47 

31 March, 1983 

37.39 

36.51 

31 March, 1984 

40.33 

36.80 

31 March, 1985 

42.56 

35.25 

3 1 March, 1986 

44.22 

38,85 

31 March, 1987 

47.47 

42.75 

31 Dec. 1987 

40.56 

32.25 

Source; Annual Report of UPSPTC 

1987-88 
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It may be seen frcsm the table No. 3 -5 that kilometerage 
earned by buses and number of travelled passengers both have 
been contiruously increasing upto 31 March, 1981, while 
kilometerage earned by buses decreased in 1981-82 and 1982-83 
against previous year. But after 1983-84, it Increased 
continuously in both the areas, kilometerage earned by buses 
ana number of travelled passengers. In the year 1984-85, 
the total kilometerage earned by bus were 42.56 cr. Kins, with 
total rumber of travelled passengers 35.25 cror s. At the 
date of December 1987 the total kilometerage earned by buses 
were 40.56 Cr. ktos. and number of passengers travelled by 
busines were 32.25 Crores. If we see in a glance the 
progress of UPSRTC has not been quite satisfactory from the 
point of kilometerage earned by buses and no. of travelled 
passengers. The position in fact, has been worse during 
1981-82 and 1982-83. But thereafter, there is slight 
improvement in the year 1984-85 to 1986-87. 

The growth of UPSRTC from the point of city bus 
service has not been satisfactory as total no. of 
passengers travelled. Although UPSRTC hgs been operating 
city bus services in only 6 Big cities of the state, 'Siz, 

Agra, Allahabad, Dehradun, Kanpur, Lucknow and Var£m;,si, 
yet the earning of city buses -are lower in comparison 
of Depot Bus services. The overall positron has been 
indicated about city buses in the table No. 3-6 on next 


|)agei 
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TABLE NO. 3-6 


STATEMENT SH0WIN3 THE NUMBER OF ROUTES AMD PAStiENG ERS 
TRAVELLJD UNL.:.R CITY BUS SERVICE . 


Part icu lore 


Total 


No. of Routes ' 122 

Day-wise total number of buses ' 

operated J 364 

No. of passenoerc travelled 1 

(in lakhs) ' | 


1971- 72 

1972- 73 

1973- 74 

1974- 75 

1975- 76 

1976- 77 

1977- 78 

1978- 79 

1979- 80 

1980- 81 

1981- 82 

1982- 83 

1983- 84 

1984- 85 

1985- 86 

1986- 87 

1987- 88 
(April to Dec. 


595.68 

596.72 

668.23 

714.26 

824.62 

941.65 

916.47 

926.85 

967.86 

860.50 
726.92 

727.51 
524.54 
422.78 
520.37 
592.11 

420.94’ 


. 87 ) 






service 


-B/. rr IS, rneierore, c 
the point of city bus s 
satisfactory. Its reason is mostly all the 
more city transport services, but U.P.S-at« 
Corporation isunable to provide more buses 
increasing demand of trcn. portat Jon. 

The numljer of persons employed i 
has increased considerably. The overall pos 
employment has been shosvn in table no-3-7 c 
page. 
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TABI£ HO. 3 -7 


STATEMENT ShOWIHS EMPU.YMEMT STRUCTURE OF UPSRTC 


No, Of persons employeij' ' jrotal' 

Admin Branch 'lTraffic'~Branch ! Engq . Branch ! 


1972-7? 2280 

1974-75 2218 

1976- 77 3000 

1977- 78 2835 

1978- 79 3204 

1979- 80 3364 

1981-82 2995 

1983- 84 3420 

1984- 85 3123 

1985- 86 3048 

1986- 87 3474 


20812 

23578 

24000 

24454 

24220 

26271 

29595 

32449 

32547 

32738 

33021 


7806 

9,561 

11,000 

11,957 

13,759 

12,628 

14,304 

13,099 

12,553 

13778 

15,307 


30,898 

35,357 

38,000 

39,246 

41,183 

42,263 

46,895 

49,679 

48,223 

49,564 

51,602 


Source J Compiled v;ith the help of various annual 
reports of UP.>HTC. 
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The growth of UFSRTC from the point of employment 
has been satisfactory as it is clear from table No. 3-7. 

It may be seen from table No. 3-7 that the total employment 
provided by UPSRTC has been contimously increasing. The 
total rumber of persons employed in the year 1972-73, were 
30,898, while it increased in 1974-75 upto 35357, a net 
increase of 4459 persons within two years and percentage 
Increase was 111.2 % in comparison to 1972-73. It further 
increased to 38,000 in 1976-77 and 39246 to 1977-78. During 
1981-82, the total number of persons employed in UPiRTC were 
46,695 persons, in which, 2, 995 related vdth administrative 
branch, 29,595 with traffic and 14,305 with Engineering 
blanch. The traffic branch has the larger portion of employees 
(52% of total employees in 1972-73 anci 60% in 1985-86). 1017 
persons were employed as daily wages and casual basis, they 
were 2% of the total. The employees of daily wages and 
casual basis increased to 2440 in 1986 and they were 
about 5% of the total. At the date of 31 Dec. 1987 the 
total number of persons employed in UPSRTC, ere 51,S02, 
in which 3474 related wit; administrative branch, 33021 
with traffic and 15,307 persons with engineering branch. 

There were 3903 persons (which included in total) employed 
as daily wages ano casual basis as on 31st Dec. 1987. They 
were about 8% of total employees. 

The D.F.S.R.T.C. is also giving emphasis upon 
the employment of 3C and ST persons also. The table Mo. 3-8 
shows representation of SC and ST emplc.yees in total 
employed persons as on 1st. January 1988« 
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TABlj: N0-&8 3-8 


STATEMENT SHOV-HWG THE REPRESENTATION OF SC AM3 ST EMPLOYEES 
AS ON 1st. JitNUARV, 1988. 


S*No* 

Classification 

post. 

of Total No. 

Employees, 

of No. of oC 
. Emolovees 

N.. of ST 
Empiovees 


Total 

Percen- 

tage 

- Total Percei 

1. 

Class -A- 

68 

4 

5.9% 

_ 

2. 

Class 'B' 

197 

11 

5.0% 

_ 

3. 

Class 'C 

36,277 

3700 

10.4% 

212 0.6% 


Class ’D* 

10,518 

1837 

15.4% 

51 0.5% 

Total 


47,060 

5552 

11.8% 

263 0.56% 

Only in Class 'D* Total Sweepers = 839 

Notes 

D;,lly wages and 

casual basis employees < 

are not 

Included 


in total no. of 

employees. 





Source - Annual report of UFSRTC year 1987-88 



It mey be seen from table no, 3-8 that the total 
number of ■ ersons employed in UPSRTC as on 31 Dec. 1987 were 
47,060, out of which 5552 persons belonged to Scheduled 
Caste and 263 persons belonged to Scheduled Tribes, The 
percentage of SC employees to total was 11.8 % and ST was 0.56% 
Out of total (5552) SC employees, 4 belonged to Class ’A6, - 
11, Belonged Class ‘B‘, 3700 employees belonged to Class ‘C 
and 1837 persons belonged to Class ‘D*. Similarly, cut of 
total 263 employees of ST, 212 belonged to Class 'C and 
51 belonged to Class 'D*. However, there was not a single 
employee employed in Class 'a' and 'B'. It is also notable 
that the sweeper employei-s are not included in total 
no, of employe s in urJRTC in the table no. 3-8. 

The growth of UPSRTC from the point of total rwmber 
ui buses and their operation has been satisfactory. The 
total no. Pf ouses, their operation and day-wise earning 
kilometerage w./v'l'i ue seen from the table no, 3-9 on next 
pages 


Contd , 
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TABLE Mo. 3-9 

STATEMENT SH0WIN3 TOTAL NO. OF BUSES AND THEIR UTILIZATION 


a. NO. Particulars 

1983-£ 

34 1984-85 

1985-86 

1986-87 

31.12.E 

1987 

1. Total no. of buses 5892 

6040 

6167 

6452 

6894 

2. Total no. of on 

buses 

roed 

4214 

4362 

4681 

5436 

6006 

3, % on read buses 

(On total) 

72 

72 

76 

84 

87 

4. Day-wise per bus 

operation 
(in kilometer) 

158 

158 

169 

190 

206 

5. Total kilometers 

(in crores) 40. 

.5 42. • 

Sk44.i 

} 47,6 

40.7* 

Source- Annual Report 

Ct UP3RTC 

Year 1987-88 





N 0 tes * It is only 


month's figure. 
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CHAPTER IV 


governing Board and Management of U.P. State Road Transport 


(1), GOVERNING BOARD t 

Governing Board plays a very vital role in any 
public enterprise. It is the main policy making body 
for the progress of an enterprise. It is constituted 
with the help of various specialists and experienced 
persons. The men in the board are of vital importance 
as the success and failure of such enterprises depends 
upon them. "The Governing Board of a PE is not nominated 
by the share-holders, wVo have contributedl their 
valuable resources prim..rily with the objective of profits 
maximising but by the state, which wants to fulfil 
certain socio-economic goals for which these enterprises 
are basically established." In the field of policy 
formulation directior) and control of public enterprises. 
Governing Board has a very important and definite role 
to play. It establishes a link between the owners 
(share-holders) and general public. In other words, the 
government policy can be effectively and successfully 
interpreted through the governing board. 

The develojament of leadership in democratic way 
is also possible only through the governing board. In 
case of one man leadership, other people are not in a 
position to get sufficient oiiportunities for tl eir 
development. Hence, Board is also necessary because a 
single administrat - t may follow such policies vV,ich may 
lead to over-centralisati ' n oE power and he may be 
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reluctant to delegate adequate authority to lower level. 

(li) MANAGEMSST i 

Management consists of the rational assessment of 
a situation and the careful selection of goals, the 
systematic develotanent of strategies to achieve those 
goals, the marshalling of the required resources, the 
rational design, organisation, direction and control of 
activities required to attain the selected purposes and 
finally, the motivating and rewarding of people to do the 
work.^^ Thus what m.k-s scientific knowledge or invention 
and machine productive Is not their mere existence, but 
how they are used and how they are directed. 

The management is generally required to deal with 
man and matter by ^“judicious use of means and guide them 
by skilled and delicate treatment to arrive at definite 
objectives". Administr tion or management, therefore, 
requires a great amount skill with which a business 
enterprise is guided and controlled. Finance, equipment 
and materials may be organised and employees may carry 
out their duties but unless the management executes the 
operations systematically their performance may :jecome 
so aneconoraical as to cease entirely. The money, materials 
and men or their combination provide economic and beneficial 
results on account of successful opesations of the 
management of the enterprise concerned. 

The task of management of public sector enterprises 
is indeed a difficult one as they are expected to normonise 


01- Levitt, Theodore, Management and the Post Industrial 

Society, - The Amo-rican Review Vol.21, No. -4 Summer 1977, 
Page-37 
























Boaid is required to fulfil the social responsibilities tosards 
producers, consumers and public at large as entrusted by 
the government. 


(vi). INTERNAL OSGANIl-ATI' N t 

It includes the appointment of the principal 
executive personnel and to lay dovm the structure of 
the organisation of the enterprise. The laws and by-laws 
relating to internal organisation have to be approved by 
the Board for the proper iunctloning of the management 

(vll) LEGAL MAr:-Er-- .J ; 

Initiation, opi ration, withdrawl or support 
to the legal proceeding by the enterprise or against the 
enterprise are also to be approved by the Boc-rd. The 
Boaid is also re-jutred to take decision on ms 
entrustment of any subject to arbitration, ir 
proceedings relating to proiierty and other le 
in the interest of the enterprise. 

GOVERNIN G BOARD OF UPSRTC t 





fi Directors were Technical personnels and 5 were 
bureaucrates and only one nominated director was 
professional one# 

It is clear, that the overall picture 
has not been satisfactory. Because the financial 
management of public enterprises must be on scientific 
lines. It should be manned by professional managers 
as well as techi leal. Th«re should not be bureaucratization 
of fimnciel management. 

Effectiveness of Board of Directors depends 
u; on the pooers, which the board member jointly hold. 

Hanson mentions that broadly speaking boards are of two 
kinds. On t.ie one hand, there is the functional board 
and on the other policy board. The functional Board 
consists of full time members incharge of particular 
branches of work, viz, l-roduction, Financial, Personnel, 
Marketing Management. The men on the functional boards are 
there because of their expertise and experience in a 
particular Branch of activities being carried on by 
the enterprise. 

The members of a policy board are I'rown from 
outside the organi.ation and exercise a collective 
supe. vision over it and give advise both the minister 
concerned, on the one hand, and the management, on the ' 
other. Any one, who is considered to have a contribution 
to make to the progress of the enterprise, he may be 
civil servant or a private manager. 

The UPSRTC, has been operating buses all over 
the state. The number of buses playing on the route was 
nearabout 6,500. It is highly desirable for tt to provide 
prompt and efficient service to the people of the state. 
Only well-organised management vjould enable the 'jpSh.XC 
to fulfil these requirements, tike other enterprises in 
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between 8 to 12 members as the ideal size whether the board 
is a policy or functional kind. In France, they originally 
had 18 members on the Board of Coal Gas and Industry, composed 
on the tripartlve principle, six representative of State, 
six of the customers and six of the workers. This figure was 
later reduced to twelve as 18 members board was considered 
too big . 

The second principle is that six of the bo«rd 
should oe large enough to enable some variety of knowledge 
and experience to be r- presented on it. 

In U.P. State Road Transpot Corporation, maximum 
number of members on the board of Corporation including 
Chairman is twelve (12) as per OFSKTC notification No. 2869/30-2- 
432, T.68, dated 31st. May, 1972. 

(D) TBNURE OF BOAm 

According to Articles of Association of Corporation, 
one third directors who are liable to retire by rotation are 
supposed to seek retirement every '/--ar, directors appointed 
by GOV ■ rnor of Uttar Froddsh and nominees directors from Bank 
and financial Institutions are not liable to retire by rotation. 
Similar 1',, there is no ascertained rule for removal of Managing 
Directors and Chairman as they are appointed or removed by 
the G V ernment of Uttar Pradesh. In case of UP3RTC the member 
tenure will be for one year from the date of assumption of 
office and they were entitled for reappointment. It is notable 
that all the official members have been appointed in ex-officio 
capacity and on part-time basis, except Chairman of the 
Corporation, The Chairman has be.n working as Chlof-Executi ve 
of the corporation on full time basis. He is res-onsible for 
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(I) and Security Officer (11). 

The Chief Accounts Officer is responsible for the 
work related to budget, finance accounts and audit etc. 

For thiS/ he is assisted by Deputy chl = f Accoun'.s Officers 
for Budget, Deputy Chief Accounts Officer for Accounts. There 
are several accounts Officers and Finance Officers who huve 
been appointed to assist these oificers. 

The de uty General Manager for Storesis responsible 
for the purchase oi spare parts, tyres, tubes ant other 
materials. He is also responsible for districution of these 
materials and inventory control. In discharge of his duties 
he is assisted by atditional Tools Officers. 

The De. uty General Manager for Development is 
responsible for overall development of corporation. The 
De; uty General Manager (Personnel) is responsi.-le for 
recruitment, tiaining of employees, promotion, demotion and 
management cevel- ment, etc. 

The overall position ana clear cut picture of 
executive managerial set up of UP.jRTC may be observed from 
the chart on the next 


,.ge- 
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If we study the organisation chart of UPSRTC we 
find that overall organisation structure of UPSRTC is 
satisfactorily decentralised. 

The corporation has been divided into Four Zones- 
(1) Northern Zone (il) East Zone 

(ili). Middle Zone (iv) Western Zone. 

One Deputy General Manager is appointed in each Zone. Zonal 
Deputy Manager is fee overall in-charge of the zone. In this 
work he is assisted by Regioi.al Manager and service Managers. 

CHART OP ZONE LEVEL 


S.N. East Zone 
(Region) 

WEST Zone 
(Region) 

North Zone 
(Region) 

Middle Zone 
(Region) 

1. Allahabad 

Dehradodin 

Bareilly 

Lucknow 

2 • Azamgarh 

Meerut 

Nainital 

Kanpur 

3 • Varanasi 

Aligarh 

Tanakpur 

Jhansi 

4 . Gorakhpur 

Agra 

Moradabad 

Paizabad 

5. 

Gh -ziabad 

- 

- 


Before 1986-87, the corporation was divided into fou] 
zones and 18 Regions. There was 110 depots in the State. But 
after 1986-87, the cbrporation had decided to divide it into 
zones and Regions only. Elvery zone will have four to five 
regions, as it is clear by chart of zone level. There are 
17 Regions in the State. A Regional Manager is deputed to take 



Lroproveraent , Recently, efforts h-ve been made to 
it professionally trained personnils for its lower 
agement. For better performance, it is quite 
that a Memorandum of understanding should be signed 
le Government, on the one hand, and the management 
rporation, on the other, so that more autonomy may be 
Its management. But that would also make the management 
le for the agreed performance. 














Hence it is clear tt 
icial management is a part 
jement. Financial managerne 
iction, mar'keting anc oth« 
nanageroent of £i itmcial r« 
lal significance involved, 
expected to be played by 
mixed economy. 
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The method of financing of statutory Corporation 
is generally indicated in their relative statutes. The 
financial adviser cum Chief Accounts Officer heads the 
financial and accounts division. The financial division 
performs three types of functions. They are: 

(1) . Functions relating to financial a visor ship, when 

the financial adviser cum Chief Accounts Officer acts 
as a counsel and a guide of management: 

(2) . Functions pertaining to financial management as 

cost accounting/ reviewing cost audit, instilling 
cost conciou ness and controlling inventory, 

(3) , Routine accounting functions as payment of bills, 

maintenance of proper accounts books, proper upkeep 
of cash, preparation of final accounts etc. 

In public enterprises, unlike other functional 
heads, the financial advisor is ar_ olnted by the government. 

He has the right to report differences, if any, with the 
Chief Executive. 

The financial management has to make appropriate 
financial decisions in such a way as to maximise wealth 
of shareholders. The important decisions which are made, 
may be summed up under the following heads- 

(A) . Capital Budgeting or Expenditure Decisions, 

(B) . Capital structure decisions, 

(C) . ProfitA’ivident allocation decision. 

(a) . Capital Expenditure (audoetinq) Decision ; 

Capital budgeting decision may be defined as the 
firms decision to invest its current funcs most efficiently 
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in long term activities in anticipation of an expected 
flow of future benefits over a series of years. Definite 
guidelines have been framed by the government of India within 
the frame-work of which public enterprises, particularly 
after 1962, have to make capital expenditure decisions. They 

(i). Certain powers are delegated to the Board 
of Directors to incur capital expenses, 

(ii). An early preparation of detailed project 

report is strongly recommended. Feasibility 
reports of a project are already prepared before 
any financial commitment are made, 

(Hi). It is necessary to ensure that the authorities 
sanctioning the projects have before them a 
statement showing the extent of the investments 
actually made, 

(iv). The need for the preparation feasibility 

studies was p-rtlcularly emphasised, since it 
was realised that delays in foreign aid 
utilisation were primarily due to the dearth 
of self conceived projects, moreover, before 
any inv.-stment prorkssal is made for external 
assistance, feasibility st dy must be un ertaken 
after investigation. The feasibility study 
should ensure the project on the following 

(a) . Demand analysis 

(b) . Pricing, 

(c) . Technical development of project, 

(c). Project cost estimate, 

(e) . Profitability analysis, 

(f) . National economic benefits, and other. 



(B). CAPITAL STRUCTURE DECISION i 


The capital requirements of public sector enterprises 
are largely financed by government, specially in gestation 
period. However, the major emphasis in policy decision bearing 
on capital structure has been an adherence to a particular 
equity-debt ratio as well as the terms on which government 
can provide loans. Until June, 1961, when it declced equity-debt 
ratio rate SOiSO. The government did not have any clear pojicy 
in regard to equity-debt ratio. After 1961, various committees 
that examined this 1. sue observed that there cannot be one 
common ratio applicable to all the undertakings. 

B.S.Shurraa, analysed his observation on Capital 
structure of public sector projects in India in 

(i) In gestation period, 

(ii) In op rating period 

(iii) In expansion period. 

According to him, during the gestation period the 
government offers loan on terms which are fairly flexible. 

During the operating period the size of working 
Capital grows continuously. 

During the expansion period there are no properly 
constituted systems of firancial planning. Internal resources 
cannot be diverted into expansion and government has agreed 
to relax the norm of 50:50 equity-debt ratio. 

(c). PROFIT ALLCX:,-.flOH DECI3ION OR DIVID.ttgg DECISION ; 

Profit allocation or dividend decisions belong to 
critical area of financial management which brings i*to 
operation the conflicts of Int' rest between management and 
share-holders and also between one group of shareholders with 
another. Many factors have to be kept in view while determining 





adcitional finances. It is often suggested that a capital 
structure should be determined which can maximise the long run 
value per ordinary share in the market. Generally , the 
following factors should be considered whenever a capital 
structure decision has to be taken- 
(1). Trading on equity 

(ii). Capital gearing 

(iJi). Cost or c-pital 

(iv) . Maximum ccntrol 

(v). Cash flow ability of the company 

(ui). FlexiDility and 

(vii). Size of the company. 

The drove f ctors, will be discussed, one by one, with 
special refer’ nee to U.P. State Road Transport Corporation 
in the following pages. 












1975-76 


declined 
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Table No. 5-1 

CAPITAL STRUCTURE OF UPSRTC 


Rs.ln crores 


Year 

Paidup % of Net 

capital. Paidup Loans 

Capital 

% of Internal % of Total Equity 

loan Resources Internal (2+4+6)Debt 

to Reserve & Resources Ratio 

total Deprecia- 

tion. 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

1975-76 

15.00 

21.7 % 

29.08 

42% 

25.19 

36% 

69.27 

1.94«1 

1976-77 

17.25 

20.2 % 

34.68 

41% 

32.95 

39% 

84.88 

2.02al 

1977-78 

21.45 

22,1 % 

32.91 

34% 

42.83 

44% 

97.19 

1.54J1 

1978-79 

26.93 

23.1 % 

35.68 

31% 

53.94 

46% 

116.55 

1.3511 

1979-80 

33.47 

24.2 % 

39.36 

28% 

65.62 

4r% 

138.45 

1.17*1 

1980-81 

40.02 

24.1 •/. 

48.10 

29% 

78.20 

47% 

166.32 

1.20«1 

1981-82 

46.97 

24.5 % 

51.29 

27% 

93.21 

49% 

191.47 

1.10*1 

1982-83 

65.25 

30.6 % 

39.81 

19% 

107.87 

50% 

212.93 

0.62*1 

1983-84 

71.28 

29.6 % 

48.65 

20% 

120.94 

50% 

240.87 

0.68*1 

1984-85 

84.84 

30.2 % 

61.69 

22% 

134.90 

48% 

281.43 

0.73*1 

1985-86 

103,17 

3 2.3 % 

73.21 

23% 

153.19 

48% 

319.57 

0.71*1 

1986-87 

144.71 

37.0 % 

73.11 

19% 

173.14 

44% 

390.96 

0.51*1 

1987-88 

155.26 

36.3 % 

83,39 

20% 

189.60 

44% 

428.25 

0.55*1 

(Dec. 1987) 











Compiled 


the help of 

Annual Report of 


1987-88) UPSRTC . 

Note - * Net loans = Total Loans - Refunded loans 

The data after 1979-80 are not certified by 


Auditor General. 
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It may be seen from table No. 6-1 that the internal 
resources occupy a significant proportion in total capital 
structure. This shovs the prudent and conservative financial 
policy adopted by UP State Road Transport Corporation. Because 
the State Government look upon the corporation as a creators 
of new w- alth and expected the corporation to yield resouices 
for financing the Five-Year Plans. The U.p.Govt. has also 
felt that financing for expansion should be taken as a specific 
obligation of public enterprises as well as UP3RTC. 

(ii). CAP1TAI.. GgAKIlOS t 

The proportion in which different form of securities 
are to be issued, is decided on the basis of policy decision 
regarding c-pital gearing. The ratio of ordinary shares 
to preference share capital and loan capital is described as 
the "Capital Gearing". A highly geared capital isone which 
has a small proit>rtion of equity capital including any 
reserves. If the larger proportion of total capital is made up 
of equity capital is called to be 'low geared*. Thus, capital 
gearing is not only important to the compare but also 
prospective investors. The otherratio by which crp-ital 
gearing is calculated is as under- 

Preference capital + Debentures/Loan to equity 
Capital % 

Capital Gearing and UPSRTC 

As on 1st. June, 1972, the Government Roadways was 
converted in UpSRTC to bring efficient and autonomy in 



to preference share capital and loan capital is described as 
the "Capital Gearinc". A highly geared capital isono which 
has a small proportion of equity capital including any 
reserves. If the larger proportion of total capita-1 is made up 
of equity capital is called to be 'lovj geared'. Thus, capital 
gearing is not only important to the compatv hut also 
prospective investors. The otherratio by which capital 
gearing is calculated is as under- 

Preference capital + Debentures/loan to equity 
Capital % 

Capital Gearing and UPSRTC 

As on 1st. June, 1972, the Government Roadways was 
to bring efficient and autonomy in 


UPSRTC 









(Rs.in 



Equity Canital 

State bovt. Central 
Share Govt, 

Internal 

Resoucces 

Total 

(2+3t4) 

^otal 

ciplt 

Gearing. 

(1) 

—W 

^37^ 

(4) 

(5) 

(6) 

(7). 

1975-76 

12.00 

3.00 

25.19 

40.19 

29.08 

69 . 9% 

1976-77 

13.50 

3.75 

32.95 

50.20 

34,68 

69% 

1977-78 

16.50 

4.95 

42.83 

64.28 

32.91 

51% 

1978-79 

21.33 

5.60 

53,94 

80.37 

35.68 

55.5% 

1979-80 

25.81 

7.66 

65.62 

99.09 

39.36 

39.7% 

1980-81 

29,11 

10.91 

78.20 

118,22 

48-10 

40.7% 

1981-82 

34.11 

12.86 

93.21 

140.18 

51.29 

36.6% 

1982-83 

49.11 

16.14 

107.87 

173.12 

39.81 

23% 

1983-84 

54.11 

17.17 

120.94 

192.22 

48.65 

25% 

1984-85 

64.11 

20.73 

134.90 

219.74 

61.69 

28% 

1985-86 

74.11 

29.06 

153.19 

256.36 

73.21 

28.5% 

1986-87 

108.70 

36.01 

173.14 

317.85 

73.11 

23% 

1987-88 118.70 

(Dec. 1987) 

36.56 

189.60 

344.86 

83.39 

24.2% 


Source - Compiled with the help of Annual Report of UPSRtC 
The data after 1979-80 are not certified by 
Aucifor General. 











"The average cost of capital to any firm is completely 
independent of its capital structure and is equal to the 
capitalisation rate of pure equity stream of its class. This 
mean that the cost of capital is earning per share (E/P) and 
it does not change v^ith c: ;.nge in the debt-equity ratio and 
it is the Same for _i,i finance alternatives, assuming no taxes". 
Capital inform of shares or debentures has to be 
attracted and then rnaintqined in the business. It means that 
the interest payable in case of loan on the sharocapital 
Invested, The total cost of maintaining loan and share capital 
should be kept to the minimum. So it is necessary for 
alternative capital structures to be compared. 

There are raary aat alternative of external 
resources to obtain the finance of any enterprise such as debts 
capital, issue of peeforenteidal shares and equity shares, 
reinvestment of retained <!arnings, etc. Some formulas are 
given here to calculate the cost of capital in case of each type 
of capital- 

1, The tost of Debt Capital 

cd = (i - tTr 
H ere, ci. = Cost of debts 

i » Annual interest payable 
T = Rate of Tax 
R = Rate oi Inter.' st. 

2, Cost of preferenclal shares- 

CP = WX 100 
MP 

Here, CP = Cost of preferenclal shares 

PD ts Total amount of preferenclal dividend 
NP = Net product of share. 


iil» FtModlql'lanl a'hci M.H.Miller. 



of balanced capital structure, because any company either i 
form of small or large scale cannot collect its financial 
requirements through one resource only, 

COST OF CAPITAL AND UPSRTC 

As a matter of fact, there are maty sources to fir 
the capital requirements and which one of the alternative 
arrangements is the best, depends upon government policy fc 
the public corporations. The public enterprises can not iss 
shares and debentures to the public, obtain loan from publi 
or can not easily approach bombers and financial institutic 
to finance their capital requirements. 

In case of UPdKTC, the State Government as well < 
eentral Government hcive contributed equity capital in rati< 
of 3il respectively. The Corporation is paying interest to 
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TA3L K NO . 5-3 

STATEMENT SHQWIN3 TH5 PKgBLE INTEREST UN CAPITAL AND LOANS . 



STATE GOVT. 

CEMTRAL GOVT. 

(te 

in lakhs ) 

Year. 

Interest 

payable 

Interest 

paid. 

Interest 

payable 

Interest 

Paid. 

Financial 

Institutions 

TOTAL 

(2+4-«-6> 

1 

2. 

3. 



6. 

7. 

1975-76 

75.00 

100.00 

58.21 

25.00 

75.07 

208.28 

1976-77 

76.18 

181.00 

58.21 

166.63 

119.51 

253.90 

1977-78 

84.68 

200.00 

60.65 

120.00 

143.99 

289.52 

1978-79 

103.21 

203.88 

68.76 

- 

239.17 

411.14 

1979-80 

133.31 

161.31 

68.76 

- 

193 . 14 

395.21 

1980-81 

161.31 

- 

68.76 

120.00 

306.66 

534.63 

1981-82 

193.32 

- 

68.76 

- 

424.16 

706.24 

1982-83 

280.17 

250.00 

88.76 

- 

416.33 

785.16 

1983-84 

140.91 

- 

88.76 

168.69 

640.71 

870.38 

1984-85 

306.94 

- 

86.38 

- 

1001.59 

1394.91 

1985-86 

306.94 

250.00 

101.71 

- 

958.75 

1467.40 

1986-87 

1058.45 

- 

168.46 

250.00 

67.24 

1294.15 

1987-88 306.94 

(Dec. 1987) 

" 

13.14 

■ 

1000.49 

1320.57 


Not e- The data after 1979-80 are uncertified by A.G.U.P. 

Source - Compiled with the help of Annu.-il Report of UPSRTC 
and Budget Section of UPSRTC. 



It may be seen from table No. 5-3 that the total 
interest payable In 1975-76 was Rs.75.00 lakhs, which increased 
upto 161.31 lakhs in 19G0-81 and Rs.280.17 lakhs in 1962-63. 

It shows an increasing trend of pay ble interest after 1984-85 
to 1986-87, but it decreased in 1987-88. The total interest 
payable by the corporation was Rs.306.94 lakhs for the 
year ended Slst.Decenjber 1987. The highest inteiest payable 
was in year 1986-87. It may also be notable that the 
Corporation paid interest to yiata-te Governnmnt from time 
to tiiae. In 1979-80 Corpor'tion paid interest of Rs. 161.31 
and there was no balance of interest which remained unpaid 
to the State Govcinment at the beginning of year 1981-82, 

The Corporation paid interest of Rs.250.00 lakhs in 1985-86. 
After 1986-86, no payment of interest has been mt-de by the 
Corporation. 

Similarly, interest on capital contributed by Central 
Government shows the same position as the State Government. 
Inter*- st payable to Central Government also shows an 
increasing trend from 1975-76 to 1986-87. The total interest 
payable to central Government was Rs. 58.21 in 1975-76 
and Rs. 101.71 in 1985-86. It also decreased in year 1987-88. 
There was only Rs.13.14 lakhs interest payable for the yerr 
ended 3 1st. December, 1987. The Corporation has tried to pay 
payable interest regularly year by year, so that the burden 
of interest may not increase and financial position of the 
Corporation may be strong, but the Corporation is unable 
to pay all the balances of payable interest to the Central 
Government. The Corijoration has paid Rs.25.00 lakhs in 
year 1975-76 anc. Re. 166.63, Rs. 120.00 lakhs in year 1976--77 
and 1977-78, respectively. Tlie Corporation has paid 
Rs.250.00 lakhs in the year 1983 and 1986. 



The intei'st on e ebt has also increased it may be 
seen from table No. 5-3, The loan provided by financial 
institution to the Corporation has increased every year. 

The payable interest on loan to financial institutions was 
Rs.75.07 lakhs in 1975-76 which increased upto 1977-78 but 
decreased in 1978-79. The highest payable Interest was 
Rs. 1001.59 lakhs in 1984-85. There was a balance of 
payable Interest for the year ended 31st Dec. 1987, amounted 
Rs. 1000.49 lakhs. 

Though the Corporation refunded loans from time 
to time to financial institutions yet the burden of 
interest payable to financial institutions was increasing 
oonti mously . 

A picture of receipts and payment of loans by the 
Corporation to the various institution may be seen from 
the Table No, 5-4, given on next page- 
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TABLE WO. 5-4 

STATEMENT SHOWIN3 RECEIPT AND PAYMENT OF LOANS FROM VARIOUS INSTITUTIONS 8 


(Rs. In Lakhs) 


ear. STATE GOVT. Central 


L. l.Corn. l.D.B 

. of 

Other 

Institutions. 
Recpt. PaVmt. 

Receipt Payment Receipt Payment 

Reept. 

Paymt. India 
Redpt 

975-76 280.00 


_ 

_ 

_ 

52.44 

25.22 

194.89 

139.50 

976-77 - 

118.67 

- 

- 

- 

325,82 

44.31 

396.68 

_ 

977-78 - 

18.67 

- 

- 

- 

19.89 

128.03 

- 

50.00 

978-79 - 

18.66 

- 

- 

- 

72.31 

107.61 

414.31 

83.75 

979-80 - 

18.67 

- 

- 

600.00 

78.99 

97.66 

84.00 

277,84 

980-81 424.00 

18.66 

- 

- 

500.00 

60.00 - 

111.33 

250.00 

110.68 

981-82 500.00 

522.10 

- 

- 

500.00 

80.00121.09 

89.84 

50.00 

160.32 

962-83 - 1022.09 

- 

- 

136.00 

160.00 12.24 

54.68 

- 

58.01 

983-84 500.00 

- 

- 

- 

182.00 

173,50701.59 

98.47 

- 

227.71 

984-85 - 

40.77 

- 

- 

200.00 

191.70 1689.95 313. 

00- 

40.00 

985-86 50.00 

25.53 


- 

220.00 

191.70 1726.47 586. 

77- 

40.00 

986-87 - 

1959.53 

- 

- 

242.00 

211.70 2851.96 933. 

18 - 

- 

987-88 - 


_ 

_ 

_ 

2271.64 


.. 

_ 

Dec. 1987) 










Note i The data alter 1979-80 are uncertified by A. G.U.P. Allahabad, 

Source Compiled with the 
Y--ar 1980-88. 


help of Annual report of UPSRTC, 



from the table No. 5-4 that the 
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It may be seen 

receipts and payments of loans by Corporation w.-,s as uncor 
at the ended of 31 Dec. 1987 


State government- 

Total loan Receipt = 3963.46 

- Amount Refunded - 3763.46 

Total Balance payable = 200.00 

Life Insurance Corporation of India. 
Tocal loan = = 2579.00 

Less refunded = 2S 

1140.60 

Balance payable = Ss. 1438.40 


fis. 


In Lakhs . 


3. Industrial Pevelocment Bank of Indla- 

Total Loan = 10,056.96 

Less Refunded = 3,601.85 

Balance payable =»3, 6,255.11 


4. Loan from other Instltutlons - 

Total loan = 1653.05 

Less Refunded = 1207.81 

Balance payable = Es. 445.24 


Note t The calculation of receipts and payments of loans have 

been made from 1st, June 1972 to 31 Dec. 1987, between the 
operation period of UPSRTC. 

It may le seen from the suromary of loans payble to the 
various institution that 4t was Rs. 8338. 75 Lakhs (200.00+1438.40+ ^ 
6255.11 +446.24) at the end of 31st Dec. 1987 which is nearabout 
55% of total equity capital of UFSRTC. 

It is also clear that the role of these institutions has 
been quite significant. The share of total borrowed capital 'oy 
Financial Institutions are 63% while the Govt^^|hjr|^is 37% of to- 



(IV) MAXIMUM CONTROL AND UPSRTC . 


"The issue of ordinrxy share involves the problem 
of maximuni control. To the extent that the additional issue 
of ordinary share is made to new shareholders as against" the 
existing shareholders, there is a dilution in the control 
of existing share holders. On the other hand, the debt issue 
and preferece share alternative do not effect the control 
of existing group, oecause the preference shareholders may 
have a right to elect a minority of directors in the event 
of lapse in dividend payment. " 01 

The correct bt lance between the voting capital or 
equity capital and loan capital should be maintained but 
the ideal ratio is difficult to determine. Some accountants 
may take the viov; that the absence of loans is a sign of 
great strength, w lie others may argue thatthe existence 
of loans is an indicution of growth and profitability. Many 
growing compnnies often choose to borrow rather than to sell 
equity shares due to fear of the risk to management by wider 
public holding or voting control. 

In case of UPSRTC, it may be se-'n from the composition 
of governing Board of Ul-SUTC, the more pow r has been given to 
the bureaucrats nominated by Central as well as State Government, 
against Corporation's nominee directors. Due to this the 
planning for financial control is effected by these bureaucrats. 


01- Kuchhal, S.C., Financial Management C-'^n analytical and 

conceptual approach) . Chaitanga Publishing House, University 
Road, Allahabad, Chapter -Planning of Capital Structure, 
Page-570. 
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(V) C^SH-FLOV! ABILITY 

To obtain a b.-^lanced capital structure, one has not 
only to consider the factors of Income, cost of capital, and 
maximum control but also the cash-flow ability of the company. 
One of the features of a sound capital structure is 
conservatism, which does not mean employing no debt or small 
amount of debt. Conservation is rel,.ted to the fixed changes 
created by the use of debt of preferamce capital in the 
capital structure. In case of UP3RTC, the cash flow ability 
is not quite sound because the cash flow ability of the 
corporation is very critical and complex. 

(VI) . FLEXIBILITy 

Flexibility means the capacity of the business and 
its management to adjust to the changes in circumstances. 
Flexibility is one of themost serious consideration in the 
realm of capital structure. The capital structure of a firm 
is flexible if it has not difficulty in changing its 
CaPitalisatibon or sources of fund. The company should also be 
in a position to redeem its prefernce capital debt whenever 
warranted by the future conditions. Most financial executives 
prefer to hold some of their debt capacity in reserve. They 
have provided for a certain sources of funds on which they 
can lay their hands quickly when the unexpected need suddenly 
present itself. 

in case of UrSRTC the Corporation has no such type 
of flexbility, because it is depended upon the financial policy 
of government. Although there are some sources in the 
hand of Corporation's management yet they are not in 
a position to use their rights for the financial flexbility. 




iments in case of small scale corporation 
ipital structure veryinf lexible and 
in not run busines;- freely without any 

ise of UPSRTC, the aim of the Corporation 
to provide adequate and comfortable transport facilities 
to the persons of the state and functioning on a 
no-profit-no-loss basis. All the financial requirements 
are met by the state and Central Government, either 
in form of equity or debt capital. Though the Corporatic 
is authorised to c eal loan with any scheduled Bank, 
yet complete security of Government financing falls 
to create the necessary financlcil discipline in UPS ;TC, 








The size of compary generally influer-ces the 
availability of funds from different sources. A small 
company finds great difficulties in raising long-term 
loans. Even if it is able to obtain some long-term loans 
it might be available at a high rate of interest and 
in convenient terms. The highly restrictive conditions 
of loan agreements in case of small scale corporation 
make their Capital structure veryinf lexible and 
management can not run business freely without any 
Interfrence. 

In case of UkSRTC, the aim of the Corporation 
to provide adequate and comfortable transport facilities 
to the persons of the state and functioning on a 
no-profit-no-loss basis. All the financial requirements 
are met by the state and Central Government, either 
in form of equity or debt capital. Though the Corporation 
is authorised to c eal loan with any scheduled Bank, 
yet complete security of Government financing fails 
to create the necessary financial discipline in UPS ,TC. 
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RATIO ANALYSIS OF UPSRTC . 


We may analyse the financial state of affairs of 
UPSRTC with the help of recognised ratios, as a tool for 
analysis. These ratios help us in understanding and 
compaining the developments. In fact, ratio analysis is 
"the process of determining and interpreting relationship 
based on financial statement." Ratio analysis is a useful 
indicator of perform,3nce of a concern and thereby examine 
the efficiency and performance of management in carrying 
out the operation." 

Before, we compute the ratios connected with the 
UPSRTC, it would be qiiiite useful to explain the relevant 
selected ratios. They have been explained briefly as 
follows I 

(1), Structural Group - 

Under structural group, there can be four Ratios analysis- 

(A) . Funded debt to total capitalisatlon- 

This ratio is computed by dividing funded debt 
by total Capitalisation. It can be expressed as 
percentage . There is no any hard and fast rule 
can be set-down o to what a proper relationship 
sjiould be, but earning power of a company may 
justified a higher pecentage. 

(B) . Debt to equity ! 

This ratio is computed by dividing total 
liabilities by equity share capital including reserves 
and surplus, if ary. The higher this ratio the less 
the protection for creditors. 



.125. 

(c) . Net fixed a:-sets to funded debt» 

This ratio v-ives an indication of the extent 
to wi.ich equity capital is invested in net fixed 
assets. A Ratio of 2 » 1 would mean that for 
every rupee of long term indebtness, there is 
two rupees of net fixed assets. 

(d) . Funded debt to net working capltal- 

This ratio is calculated by dividing the long 
term debt by the amount of net working capital. 

Funded debt should not exceed net working capital, 

(2). LIQUIDITY GROUP > 

Under this group, there are two ratios analysed- 

(a) • Current Ratio - 

Current ratio is computed by dividing current 
, assets by current liabilities. This ratio is general 1 
an acceptable measure of short terra solvency. A 
current ratio of 2 » 1 has 0*119 been considered 
generally satisfactory. 

(b ) . Acid-test-Ratio - 

This also termed as quick-ratio. It is 
determined by quick assets i.e. (cash, investment 
and debtors) by current liabilities. A quick 
ratio of Itl has usually been considered 
favourable, 

(3). PROFITABILITY GROUP t 

Under this group, there should be four ratios 
for analysed- 
(a) . Operating Ratio - 

It is calculated by dividing the total operatin' 
expenses by net sale and expressed as a percent. -jge. 



Net Profit 


Sale - 


(b) . 

It Is determined by net income after taxes 
to net sales for the period and measure the profit 
per rupee of sales. 

(c) . Coverage of Interest Payment Ratio- 

This ratio is determined by dividing Interest 
charges on long term borrowings by inteiest. This 
ratio is used mainly as measure of the firm's 
ability to interest. 

(d) . Return on Investment- (ROI )- 

It is very important ratio to examine the 
relationship between the size of operating 
profit and capital employed. For calculating this 
ratio the cost of borrowed capital and Income 
tax are deducted from earnings. 

calculated as- (Earning before Interest a 

(1). Taxes). 

" Capital Employed 

(li). Net Profit after proferc-nce divJde- 

nd. 

Net '.forth. 

(4). Turn o ver qroup - 

There aie tlj-ee ratios included in this group- 

(a) . Assets turnover « Nat sale 

Net fixed & Current Assets. 

A high ratio suggested management ability to mate 

good use of its tangible assets. 

(b) . Net V.orl<i ng Capit a l turnover Ratio 

It is calculated by dividing net sale by net 
working capital. A very high ratio may signify 
dangerous situaticn of shortage of working capital. 

(c) . Inventory turnover - 

It is Calculated by dividing cost of goods 
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sold by ending inventory. Inventory turn-over is a 
valuable measure of selling efficiency and inventory 
quality, A low inventory turn-over may be due to 
a variety of reasons, like poor merchandise, over 
valuation of closing inventory etc. 

RATIOS ANALYSIS OF UPSBTC . 


Let us undertake the ratio analysis for judging the 
financial performance and position of UPSRTC. The most 
important ratio to analyse the profitablity of any concern 
is Return on Investment (ROI) . From this point of view, 
we may first study the return on investment of UPSRTC, then 
other relevant ratios. The total investment of UPSRTC 
is increasing continuously, while the return on investment 
is decreasing. ®he toi al investment of UPSRTC was 
Rs.25.97 crores for the year 1972-73, whioe it increased 
to Rs.225.81 crorcs at the date of 31 Dec. 1987. It 
may oe seen from the table 5-5 given on next page- 


Contd ■ 



on total on capital 

Capital (After 

(Before Interest). 

Interest) 

1975- 76 35,43 + 0.80 + 8.16 + 2.28 

1976- 77 43.55 + 1.21 + 8.61 + 2.78 

1977- 78 42,35 - 0.36 + 5.99 - 0.85 

1978- 79 49.77 - 2.48 + 3.27 - 4.99 

1979- 80 60.00 - 3.28 + 1.12 - 5.46 

1980- 81 75.28 - 18.26 - 17.16 - 24.26 

1981- 82 85.43 - 12.90 - 6.83 - 15.10 

1982- 83 92.23 - 21.52 - 14,82 - 23.33 

1983- 84 107.11 - 16.64 - 7.41 - 15.54 

1984- 85 132.05 - 22.39 - 6.39 - 16.96 

1985- 86 163.55 - 17.53 - 1.74 10.72 

1986- 87 204,99 + 2.52 + 7.54 + 1.23 

1987- 88 225.81 + 3.91 + 7,58 + 1.73 

(Dec. 1987) 



Source !- Annual Report of UPSRTC, lucknow. 

Note 1 - Data after 1980 are uncertified by A.G.U.f'. 


It may be seen from table No. 5-5 that UPSRTC has 
been suffering losses, except in 1975-76 and 1976-77. The 
losses have been Increasing from Rs.0.36 Cror s in 1977-78 to 
Rs. 17.52 crores in 1985-86. The loss shows the increasing trend 
except 1981-82 when fares were increased twice in a year. 

In 1981-82 the fare of buses had Increased upto a hike of 40?. 
This resulted in reduction of loss to Rs. 12.90 Cr. But further 
increased to Rs.21.52 Cr. in 1982-83 and Rs. 16.64 cr. in 1963-84. 
T..e highest loss suffered by the Corporation was Rs.22.39 crores 
in year 1984-85. After suffering losses for a long period the 
Corporation gained a profit of Rs.2.52 Cr. in 1986-87 and 
Rs.3.91 or. as on 31 Dec. 1987. 

The return in investment was positive only in 1975-76 
and after then it was negative. The highest return on investment 
was negative in year 1980-81. But it has been positive in 
year 198’6-87 and 1987-88. When Corporation gained some profit. 

If we see the teble, and analyse the ratio of 
Return on Investment, it can be easily said that the position 
of earning capacity of UPSRTC is very dangerous for the short 
and long-term creditors. 

( 1 ) , CURRENT RATIO A.NALYSIS OF UPSRTK . 

As we have defined, the current ratio attempts to 
measure the ability of a firm to meet the current obligation 
or the liquidity of business. Theliquidity position of UPSRTC 
may be seen from the table No. 5-6 given on next pagei 
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table Ho.S-6 


attUWlNb CUkkKNT AoSETS At© CURRENT LIABILITIES OP UP^JRTC 

Year. 

Current Assets. 

Current Liabilities. Curfent 

Ratio 

1976-77 

4016.98 

3946.70 

1.02 t 

1 

1977-78 

4790.29 

3806.80 

1.26 t 

1 

1978-79 

3638.70 

3104.38 

1.17 1 

1 

1979-80 

3438.17 

3258.69 

1.05 1 

1 

1980-81 

3495.94 

3337.10 

1.04 t 

1 

1981-82 

3549.94 

3540.10 

1.00 1 

1 

1982-83 

3593.98 

3595.45 

0.99 1 

1 

1983-84 

5698.97 

6917.90 

0.82 1 

1 

1984-85 

7683.97 

9086.77 

0.85 

1 

1985-86 

9001.24 

10277.90 

0.88 i 

1 


Sources t- Compiled from Annual Reports on public enterprises 


of 0.P. and Statement of Affairs of UPSRTC. 1935-86. 
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As Indicated ear liter, the current ratio of 2*1 
indicates sound liquidity position of the concern, which is 
quite helpful in di. charging current liabilities without any 
difficulty. However this standard is not achieved in practice 
In case of UPSRTC we find that the best possible liquidity 
situation prevailed during 1977 to 1980-81 , when the current 
ratio -was 1.02 » 1 , 1.26 s 1, 1.17 » 1, 1.05 * 1, and 1.05 i 1 
respectively. It declined 1.00 * 1 in 1981-62, 0.99* 1 in 
1982-83, 0.85 * 1 in 1984-85 and further increased in 1985-86 
The current ratios ol UP3RTC in 1985-86 was 0.88 s 1 . The 
managenient of UPSRTC must make efforts to keep the liquidity 
position sound. Because it is not quite satisfactory from 
1981-82 to 85-86 as may be seen from table no. 5-6. 


The Acid-Test Ratio is a more severe and stringent 
test of -a firm's ability to meet current obligation. It supplemen- 
ts the current ratio. It is shown as - 

Curr. nt Assets less stock 
Current liabilities. 


"A firm have a quick ratio of 1 *1 , where this is not, 
so a substantial" cash-hedge "is usually maintained. Because 
this ratio is calculated by curfent assets less stock after 
dividing by curr. nt liabilities, so it is Aecessary for us ti 
analyse the stock position of UPSRTC. before analysis of 


Acid test ratio. 

ANALYSIS OF STOCK 

The position of stock of UPSRTC may be seen from 
the table 5-7 given on next page- 





It may be seen from t able No. 5-7 that stock of spares 
parts and tools show-d an increasing trend except in 1979-80 
and 1982-83. It was Rs.888.50 lakhs in 1978-79, while it 
increased upto Rs. 1241.51 lakhs in 1984-85 and Rs. 1311. 90 
lakhs in 1985-86. Similar!# , the amount of work-in-progress 
also showed an increasing trend, while the amount of Building 
material shoived a decreasing trend. The amount of W.I.P. 
was Rs.245.27 lakhs in 1977-78 and increased upto Rs. 2688. 42 
lakhs in 1985-86. The amount of Building material was Rs.819.57 
lakhs in 1977-78 while it decreased R3.5.82 lakhs in 1980-81 
There was no at^f st ck of Building materials In years 1931 
to 1983. If we calculate the proportion of stock to total assets, 
it is fairly high, we would discuss it in the next Chapter i.e. 
working capital management of UPSRTC, 


TABLE NO, 


.5-8 


STATEMENT 'SHOWINCi ACID-'i'EST RATIO OF UPSRTC 


Year Current Asset.?'- Stock 


(Rs. in lakhs) 

= Liquid Assets Current AcT . or 
Liabilities Ouiok 
Ratio. 


1977- 78 4790.29 

1978- 79 3638.70 

1979- 80 3438.17 

1980- 81 3495.94 

1981- 82 3549.93 

1982- 83 3593.98 

1983- 84 5698.97 

1984- 85 7683.97 

1985- 86 9001.24 


1550.14 = 
1989.69 = 
1317.54 = 
1963.99 = 
2035.94 = 
1969.93 = 
2951.78 = 

3865.15 a 
4044.24 = 


3240.15 

1649.01 

2120.63 

1S31.95 

1513.99 

1624.05 

2747.19 

3818.82 

4957.00 


3806.80 

3104.38 

3258.89 

3337.10 

3540.10 
3595.45 

6917.90 
9086.77 

10277.90 


084 t 1 
0.53 ! 1 
0.65t 1 
0.43: 1 
0.42: 1 
0.45: 1 
0.40: 1 
-0.42 :l 
0.48: 1 


( Source : Compiled from Statement of Affairs of UPSRTC and 

Annual Report on Public Sector Enterprises of U.P. 
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The general and recognised standard for judging 
the quok or acid-test ratio is that it is taken to be 
satisfactory if it is 1 jl. But, in practice, we do not 
find this standard in most of the concerns. In case of UPSRTG, 
the table No. 5-8 shows, the liquidity position of 
Corporation was satisfactory in 1977-76. 1978-79 and 1979-80, 
when quick ratio was 0.84 : 1, 0.53 « 1» and 0.65 i 1 
respectively. In 1983-84, it has fairly lower and it changed 
from 84:1 in 1977-78 to 0.40 : 1 in 1983-84. In 1984-85 and 
1985-86 it again increased. 



CHAPTER- VI 


WORKlKa CAPITAL IN UP 6RTC 



chapter- VI 


WORKING GAPiaAL IN UPSRIC i 

INTRODUCTION i 

Capital may be broadly classified into two categories, 
tlz,, Pixed capital or Long-term capital; and working 
capital. We have already discussed about Fixed capital in 
the fifth Chapter, in this Chapter we would discuss 
about the working Capital with special reference to UPSRTC. 
Before analysing, the working capital management of UPSRTC, 
it would be necessary for us to understand the meaning, 
importance and size of working capital. 

Working capital is required in ervery business concern 
for meeting day-to day eapenses. It has been rightly stated 
that "The amount invested in current assets like raw mater- 
ials, Work in progress, finished goods, debtors, bills 
receivable, temporary securities etc.; cash and bank balan- 
ces held for meeting routine expetiditure is regarded as 
Working Capital or Curreit capital, in a way it is a capital 
meant for short-term and is used for meeting, current 
liabilities in the ordinary course of business". 

Working capital is classified into ia) gross working 
capital and (b) net working capital. Net working capital 
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Is the difference between current assets and currait 
liabilities while Gross Wotiting Capital is the total of 
the ourreit assets or that amount of funds invested ia 
current assets employed in the business process. The 
conc^t of net working capital helps the manageramt in 
looking forward for permanent sources of its financing. 

The problem of working capital management can be 
examined under two sub-heads vi-r,-l internal financing 
and external financing. We would be examing the internal 
financing aspect, which deals with determining the size 
of working capital in particular business. 


There are mainly four types of working capital used 
in the business cond'ems. They are as follows i- 


(1) t'lXED UH vilOKl^ I MO CAgITAb | 


Permaneit working capital is the minimum amount 
of ourrait assets, which is needed to conduct a busi- 
ness even during the dullest season of the year. In 
other words, which is required at ail times during 
the life of an enterprise. In a way it is permanently 
sunk in the business, like fixed capital which should 
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invaitoriet and book debts during slumps. Extra 
capital may also be required for meeting special 
orders. 

(4) GASH WOKKXMG CAPITAL t 

cash working capital is one which is calculated 
from the items appearing in the profit and less 
account. It shows the real flow of money and is con- 
sidered to be tne most realistic approach in working 
capital manag ernent . 

ikportahce 01- Wo r king cja-mu. ; 

Adequate working capital is as essential for business 
enterprise as adequate circulation of blood for human body. 
Lack of Working capital creates many problems. For instance, 
fixed assets remain idle or underutilised. Failure to provide 
adequate working capital, is sure to prove as a very cost 
blunder in financial planning. Hence, working capital is 
regarded as one of the candifeionlng factors in the long 
run operation of a firm. Provision of sufficient working 
capital proves benificial in several ways which are as 
follows J- 

(i) Goodwill of the Enterprise due to prompt payment of 


liabilities. 



explicit 


(ii) A greate, capability to the enterprise to 
business opportunities like special orders, pur- 
chase of raw materials on concessional rates etc. 

(iii) Reduction in the cost of producing goods due to 
purchase of materials at better terms. 

(iv) Possibilities of successfully during the financial 
solvency of the enterprise. 

(v) Possibility of making regular dividend payments 
promptiy and others. 

The importance of working capital in any industrial 
concern, therefore, need not be over emphasised. The exi- 
stence for an edequate supply, carefully administered, 
can make substadcial dltrerences between the success and 
failure of an enterprise. Even in a well established bus- 
iness with a long history of successful operation careful 
attention to the management of working capital can result 
in greater profitability. It is important therefore, for 
management to pay particular attention to the ijlanning 
and control of working capital. 

FACTORS DETERIvINlNq WURKl.'lG CAPITAL 8 

The need for working capital varies with changes 
in the volume of business. A considerable proportion of 
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o£ currant assets is needed permanently as fixed assets. 
More than one production cycle may be in process at one 
and the same time for, a subiness operates on a continuing 
basis. The corporate management has to consider the 
various factors in making decision regarding balances. 
Working capital is affected by the criss-crossing econo- 
mic current flowing about tne business. The nature of 
firmls activities, the availability of material s, tight- 
ness of money market and others, are all part of these 
effecting forces of working capital. However, the following 
factors as suggested by Prof. J. Ptakash determine the 
amount of working capital. 

( 1) NATURE Oi' IMDUSTKY i 

The composition of an assets is a function 
of the size of a business and the industry to which 
it belongs. Small companies have smaller proportion 
of cash, receivable and inventory than large corpor- 
ations. The difference becomes more marked in large 
corporations. A public utility concern for example 
mostly anploys fixed assets in its operations, while 
merkandise departmaitai depends, generally, on 
inventory and receivables. Thus, working capital 
depends upon the nature of an enterprise con slderaizly , 
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inventorles and receivables and Invest large amount 
in working capital, 

(5) TIME IV^TOR 8 

The level of working capital depends upon the 
time required to manufacture goods. If the time is 
larger, the size of working capital will be larger, 
Morever, the size of working capital depends upon 
the inventory turnover and the unit cost of the 
goods that are sold. The greater this cost, the 
higher the amount of working capital, 

(6) VOLUME Uk SALES i 

• This is the most important factor, effecting the 
size and composition of working capital, A firm 
maintains current assets because they are needed to 
support the departmental activities which result 
in sale. The volume of sales and the size of the 
working capital are directly related to cash other. 

As the volume of sales increases, there is an increa- 
se in the investment of working capital. 

(7) INVEaTOKY TURMOVSH i 


If the inventory turnover is higher the working 
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capital requirements will be lower. With a better 
inventory control, a firm is able to reduce its 
worxing capital. It should determine the minimum 
level of Stock which it will have to maintain 
throughout the period of its operations. 

(8) RECElVAXiLE TUKMOVLR » 


It is measured to have on effective control 
of receivables. A prompt collection of receivables 
and good setting facilities for payable result 
into lower working capital, requirement, 

(9) BUSIHESS CYCbK 1 

Business expends during the period of pros- 
perity and declines during the period of depression. 
Consequently, more working capital is required 
during the period of prosperity and less during 
the period of d^tession. 


A decrease in real value of current assets 
as compared to tnelr book value, reduces the size 
of the working capital, if the real value of curient 
assets Increases, there is an Increase in working 


capital requirement! 



(11) CUKDIT COMTKUL J 

Credit control includes such factors as the 
volume of credit sales, the terms of credit, sales, 
the collection policy etc. A sound credit policy 
is possible for a firm to improve its cashflow and 
effects working capital. 

(12) LIOUmiTY A-IU 1 HuflTABILIl'Y » 

If a firm desires to take a greater risk for 
bigger gains or losses, it reduces the size of its 
working capital in relation to its sales. If it is 
interested In improving its liquidity it increases 
the level of its working capital. 

(13) INFLATION i 

As a result of inflation, size of the working 
capital increase in oraer to met requirement of the 
market. To some extent, this may be compensated by 
increasing the selling price during the period of 
inflation. 

(14) SLASaVAL FLUCTUATIONS ; 

Seasonal fluctuations in sales effect the level 
of variables working capital, often the demand for 
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products may be of a seasonal nature. Vet invento- 
ries have got to be purchased during certain season 
only. The sise of the working capital may be bigger 
than in other periods of year. 

(15) PRufIT PLANNING hl4u GOMTHOL i 

The level of the working capital is also 
decided ly the management in accordance with its 
policy of profit planning, and control, A firm has 
to plan for a payment of taxes, which are an im- 
portant part of working capltal.management. Often 
the dividend policy of a corporation may df^end 
upon the amount of cash available to it. 

(16) CASH RESERVE t 

It would be necessary for a firm to maintain 
some cash reserve to enable it to meet contlngaicy 
payment. This would provide a buffer against abrupt 
shortage in cash flows. 

(17) OPMRATIQUAL At4b FIMANCIAL EFPIGIENCY i 

Working capital turnover is improved with a 
better operational and financial efficiency of a 
firm. A greater Working capital turnover, would bs 
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reduce its working capital requirement. 

US) CHAM'dll IM I'iiCHMuLO'JY i 

The technological developments related to the 
production process, have also a sharp impact on the 
need for working capital. 


Many business concerns have come to grief on 
account of inadequate working capital and many business 
units have suffered due to excessive provisions of worki- 
ng capital. For efficient management of working capital, 
it is necessary to ensure that it has not been circulating 
in, excess nor it should be allowed to fall below a parti- 
cular level or business operations. Therefore, it is 
necessary to keep a proper balance between there two 
extrences. 


There are two m&tnods, which a re generally followed, 
in determining working capital requirement. They are 
as under i- 

(A) Conventional Method 

(B) Operating Cycle Method, 




(A) GOWymTiaM'/^i. MfcThOD : 

According to convaitional method cash in flews 
and outflows are matched with each others, 

( B) OPERATING (WORKING CaBITAL) CYCLE KATHOD i 

The operating Cycle is the length of time 
between a companys paying for materials entering 
into stock and receiving the Inflows of cash from 
sales. The determination of operating cycle is help- 
ful for control proposes with a view to improving 
working capital ratios. 

MEAEUKEMENT OP WORKING CAPITAL » 

Working capital balances are measured fr.^m the 
financial data. Generally, the working capital balance 
of a going concirn has a positive value but often uses of 
working capital exceed the sources of working capital 
exceed the sources of working capital in certain periods. 
Changes in balances can be measured in rupee amounts and 
also in percentages by comparing currmt assets, current 
liabilities and working capital over a givai period. 

RATIO analysis OF WORKIl'lG CAPITAL I 

The ratio analysis of working capitaican be used 
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by managanent as a means of checking upon the efficiency 
with which working capital is being used in the enterprise. 
The most important ratios for working capital management 
are as follows j- 

(A) Turnover of Working Capital for a Certain period » 

Net sales 

Average Net Working Capital 

( B) Current Ratio « 

Current Assets 
Current liabilities 

(G) Current debt to tangible net worth > 

Current liabilities 
Tangible Net Worth 

The above ratios have already been defined in Cnap-feer No. 5. 
WORKING CAPI'lVd. MANAJkhlNT IN UPSRTC i 

As we defined earlier in the chapter. Gross working 
capital is the total of all the current assets, while net 
working capital is the excess of current asrets over curr- 
ent liabilities. (Currant assets are those assets which, 
in ordinary course of business, will be turned into cash 



nabely a short time (normally within a year). 

For any financial manager, effective management ol 
working capital is a difficult problem. We find similar 
situation prevailing in UPSRTC also. Working capital need 
of UPSKIC has been increasing regularly. It may be seal 
from the following table No, 6-1 



Years Current Current Net working 

Assets Liabilities capital 


1977- 78 4790.29 3806,80 983.49 

1978- 79 3638.70 3104.38 534.32 

1979- 80 3438.17 2285.69 1152.48 

1980- 81 3495.84 2337.10 1158.74 

1981- 82 3549.93 2540.00 1009.93 

1982- 83 3522.01 2463.17 1058.84 

1983- 84 5681.96 3683.80 1998.16 

1984- 85 7683.98 5005.93 2678.05 

1985- 86 9001.24 5817.81 3183.43 

SOURCE I Compiled from Annual Report ofUPSRTC 
Note < (Provision Liabilities are not included in current 
liabilities) . 
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Banks, which played a very important tttie in flna- 

nciny the working capital. 

GKOtVTH ur BUSMEBii hInU auKKUmG Cftl-ITAL M UPSRTC 

The growth of business of a particular concern 
depends upon its output, sales, employment opportunities, 
capital structure etc. But specially in service industries 
Just like UPSRXX, in a very ordinary saise, growth in a 
business can be measured by ascertaining growth in sales 
and services. 

According to S.C. Kuehhal, " As a company grows, it 
is logical to expect that larger amount of working capital 
will be required. Though it is very difficult to draw up 
firm rules fvr the relationship between the growth in the 
volume of a company's business and the growth of capital 
in a going concern also shifts with economic circumstances 
and corporate practices, growth industries requite more 
working capital them those that are static, other thing 
being equal". 

The growth of business and working capital in upSRTc 
has been measured by computing ’Multiple Correlation' bet- 
ween net working capital and sales in terms of servldes- 
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and cost in terms of expenditure. 

Multiple correlation is a measure of combined rela- 
tionship of two or more dependent variables with the 
independent Votiable. The formula for calculating coeffi- 
cient of multiple correlation is i- 


Where = 

X = Correlation 
X = Dependent variable 
Y’ ■= Independent variable 
Z a Independent variable 

For the pufj^ose of this study the net wording 
capital is the uependent variable and sale in terms of 
services and cost in terms of expenditure are indepen- 
dent variables, or, 

X - Net working capital 
Y = sales in terms of services 
Z = Cost in terms of expenditure 





■Soluti.. 


Ex 


12768 


Average of 
Average of y = =■ 89 832 

Average of z = 3 1014.56 


1825 


Ed X dy 

dx2 X dy^ 600.7 x 6462.1 


15.96 

112.29 

126.82 

0.93 


: ( X and Z) » Ed x dz 


d X 2. dx‘ 600.7 X9692.3 
; (Y and Z) = Edy.dz 7796 


6462.1 X 9692.3 


i - X Y 2 

(,.93)^ (.94)^- 2 ( 0.93) (0.94) (.99) 


1 - (. 99)2 


j.869'3 


0.93 
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COKRKLATia) COJ!.fl' ICliHl ° + 0,93 « 

Thus it is quite clear that there has been a very 
high degree of positive correlation, positive correlation 
refers to the movenient of the variables in the same direc- 
tion. 


Considering the coefficient of correlation as 
+ 0.93, the net working capital of UPSRTC was highly 
effected by t>e income and the cost in terms of expendi- 

PKOB,'»BhE EHHOH 

Probable error tells us the limit within which rhe 
various values o.': the coeffent of correlation of the 
various samples taken out tne same group or the entire 
group will vary. If the coefficient of correlation Is 
less than trie probable error, the "x" is the insigni- 
ficant, If the coefficient of correlation is more than 
six times to probable error, the correlation is decide- 
dly significant. If the co efficient of correlation is 
more than three times but : css than six times, the 
relat .txi ship is considered to be significant. Probable 
error cf x is coiiputed in the following manner " ^ 

1. As-.hana, b.iM., Eleirients of statistics Vll edition 

po 0-281, Chaltanya Publishing House Allahabad, 1976 
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Probable Error 'x' In UPSUTC 
Probable error x = 0.6745 x 


Probable Error in uPSrt'fC 


0.6745 


0.065 

2.83 


Hence Probable error if x in UPSRIC is less than 
six times, and relationship is considered to be signi- 
ficant, 

.If we analyse the coeffecient on the basis of 
above norms suggested by Prof. B.M . Asthana, in case 
of UPSHT«, the siae of net working capital was very 
significantly dependent upon sales and services. 

ADELiU.tCy OF WukKMO CAPITAL IH UPSRTC » 

There is standard measurement to Judge the adequacy 
of working capital. However, it can be judged in terms 
of its relation with firms debts. Generally, current 
ratios and quick ratios are studied to establish such 
relationship. The ratio of current assets to current 
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adequoicy ot working capital oi UPSK'BS, 


Adequacy of Working capital of UPSRTG (Optimum Curient 
Ratio 2i 1 + 5?() 


Year 

Current Ratio 

Adequate 

Inadequate 

Excess 

19 76-77 

1.02 

- 

9 

- 

1977-78 

1.26 

- 

9 

- 

1978-79 

1.17 

- 

9 

- 

1979-80 

1.05 

- 

9 

- 

1980-81 

1.04 

- 

- 

- 

1981,82 

1.00 

- 

- 

- 

1982-83 . 

0.99 

- 

- 

- 

1983-84 

4.82 

- 

- 

- 

1984-85 

0.85 

- 

- 

- 

1985-86 

0.85 

- 

- 

- 

Nc 

)te > based on 

Table No. 

5-6 


On tl 

le analysis of 

the working capital of 

UP SR'iC , 


We find that it « has beai inadequate during an the years 


from 1976 to 31st March 1986. Its reason is that the 
UPSRTC require heavy investment infixed capital and has 
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a low operating cycles. This corporation is having long 
gestation period. As it is a service industry, hence its 
woriting capital requirements is comparatively lower than 
a commercial enterprise. It gets working capital funds 
from the gov ernii.ent, financial institutions and not ty 
issue of its shares among the public. Therefore, the cor- 
poration Intends to maintain a very low margin of safety 
to liquidate shortterm obligation and face much probleiiis 
in raising funds. It is clear from table no. 6-3 that 
size of Working capital was inadequate during all the 
years and the corporation did not maintain optimum level 
of working capital. 

FUND FLOW AK^^LISIS Of WOlUillMG CAPITAL IN UPSRTC t 

Fund flow analysis is an effective management tool 
to study how funds have boon procured for the business 
and how they have been employed. The s tatenient of varia- 
tions in working capital is based on the same approach 
and is used tor the preparation of funds flow statement. 
This technique helps in analysing the changes in worVdng 
capital between two dates. The comparision of current 
assets and current liabilities, as shown in the balance 
sheet at the end and at the beginning of a specific 
period, shows changes in each type of current assets. In 




diowi 


which working 


5n obtained. 

The following changes representing sources are i 

(a) Decrease in assets - by sales, depriciation better 
control of inventory and debtors, reduction in casli 
balance ; 

(b) Increase in liabilities - by addition to current 
liabilities and provisions, increase in long term 
debts issue of debaiture. 

(o) Increase in net worth- by retention of earnings, 
iesue of addition shares, etc. 

The following changes showing the uses of funds 

are i- 

(a) Increase is assets, pilingup of sundry debtors 
addition to investment. 

(b) Decrease in liabilities, as pay off a long or sfiot 
term loans, reduction or creditors, 

(c) Decrease in network, increasing of losses divldeni 
payment in period of no or low profit etc. 


Capital and liabilltie 


Rs. In La) 
31. 3.8i 









Addition in N et worth 
capital 1,888.70 

V revision 12.15 


Addition to current 
assets 1643.95 

Addition to ourrait 
Liabilities 1051.63 592.32 


Addition to N et 

fixed assets 1,308.61 

Net chaa$es in 
working capital- 
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If we analyse the cr.anges In net working capital for the 
same period, it will be nocess-.ry for us to prepare refined 
statement of sources and uses of funds in UPSRTC for the ' 


TABLE Mo. 6-4 A 

Refined statement of Sources and Uses of Funds 
Rs. in lakhs 


Sources 


RS. Uses 


Rs. 


Addition in N et worth 
capital 1,686.70 

Provision 12.15 


Addition to current 
assets 1643.95 

Addition to curxmt 
Liabilities 1051.63 592.32 


addition to N et 

fixed assets 1,308.61 

N et Chang es in 
working capital- 


1,900.93 1, 900.93 

Calculation of :;et woruinu capital t 
A ddition to Current Assets ; 

13.17.27 


Current Assets- 
(Debtors, Building materials 
workin progress etc.). 
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1317.27 



Total 



1191.13 


471.89 

4.92 

1139.86 

2807.80 

1756.17 1051,63 


Changes in Net working Capital 


It may be seen Iroin table Wo. 6.4 A., that the net 
working capital for the year 1986 was Rs. 592.32 lakhs, 
which was must than th t of 1985. If we analyse the calcu- 
working capital shown in the statement, it 
the decrease in net working capital is due 
/ in revenue for tne year 1986. Another factor 
ected increase in net working capital was long 
ken by UPSRTC for tlie year ended 31st March 19B6 
t ana public ueiosits etc. The devit taiances 
e adjustment also effected the net w..rking 
•jRTC, which amounted to Re. 326.68 lakhs for 
of debtors building materials. WorKing-pioy ress 














-168- 


TAbLS ao 6-5 


Statemait sharing the size of inventory in UPbRTC 

(Hs. in lakhs) 


Year Total Current 

assets 

1977- 78 4 790.29 

1978- 39 3638.70 

1979- 80 3438.17 

1980- 81 3495.84 

1981.82 3549.93 

1982- 83 3522.01 

1983- 84 5681.96 

1984- 85 7683.98 

1985,86 9001.24 


Inventory % of Inventory 
to total c.A. 

1989.69 4 2)i 

1317.54 36“/. 

1958.17 57% 

2035.94 58% 

1969.93 56% 

1987.01 57% 

3646.34 64% 

3865.14 50% 

4044.23 45% 


Source I Data Received from OPSRTC, Accounts Deptt.HO. 
L ucknow . 


It may be seen from above table no. 6.5, that in the 
year 1977.78, the percentage of inventories was 42% to 
total Current assets, wliich decreased in 1978-79. But 
after 1978-79, the percentage continuously increased 
except in 1985-86. Hence, it may be seen from table that, 
the inventories represented mote than half of tne total 



ai 

to acquire few more curra: 
accounts receivables, cesl 
and advances to staff and t 
die purpose of working cap; 






it 


1985-86 which was neurabout 2954 of total current 
assets. It is also clear that the total 'lebtors 
effected net working capital substantially, 

2. The stock position also showed on increasing trend 
The an\ount of wotk-in-projress was Rs. 245.27 in 
1978-79 while it continuously increased to Rs. 2081. 83 
Rs. 2688.42 lakh in 1984.85 and 1985.86 respectively. 
Similarly, the amount of spare parts also showed an 
Increasing trend except in 1981 and 1982.83. Total 
spare parts were Rs. 485.30 lakhs in 1978.79 while 
















critical Appraisal of Financial Performance of UPSRTC 


INTRODUCTION i ^ 

Sound financial management is pte-requi site for any 
business enterprise however, financial performance, as 
desired, depends upon variety of factors Walker has rightly 
stated that * The core of the financial management is 
planning and co-orientation. As finance touches almost all 
the functions of business and all business decisions have 
financial inplications , the efficiency and success of 
the business lie in co-ordinating all such production and 
distribution functions and decisions*. 

The objective of financial planning is to secure and 
employ capital resources in the amount and pn^portion 
necessary to Increase the efficiency of remaining factors 
of production. It helps to management to avoid waste. 

It is the primary duty of the management to plan inflow 
and outflow of dunds. The most important aspect of finan- 
cial planning is to plan scage fore starting the project 
and at laster stage for expansion". 


01. Walker, Ernest W. and Baughan, William, Financial 
Planning and policy, Harpet & Row New York, 1964, 
page-4. 



Tne problem of appraisal requires laying Oown suitable 
standards of performance and of indicating yardsticks to 
assess how actual performance compared with what is esti- 
mated, For a proper a,.praisai it is essential that govern- 
ment make a general statement of policy ott the financial 
and other obligations of the various public enterprises. 

It is as necessary to formulate the financial framework 
for each enterprise as it is to prevent unfair criticism 
of enterprises in the public sector. 

To make a fair «ssessment of the working of the public 
enterprises, it is important to draw a line of demarcation 
between the responsibility of the managanent and the Govern- 
ment". Government exercises a variety of controls over a 
public enterprises and the management has to function with- 
in the framework of these ccntiols. It will thus, be 
fair to Judge the performance of the management in the 
light of these constraints on its actions. It has been 
rightly stated that the performance of a public oaterprise 
should be evaluated in the term of success achieved by 
the management la the following spheres and In the order 
indicated below s- 

(i) Furthering of the non -commercial objectives of 
the enterprise as specified by the Government. 

(ii) Furthering of the connerciai objectives of the 
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enterpriso and maximisation of profits subject 
to above. 

(iii) Improving the quality of products and services 
and 

(iv) Effecting economy and efficiency in the use of 
resources as nen. materials and money". 

To a certain extent, there is inter dependence between 
aome of the above criteria. The test of profitability has 
been put second to that of the fulfilment of non-commercial 
objectives, since public undertakings areexpxcted to be 
run in the collective interest outer than mere profit. 
Hence, return on investment (HOI) is not an adequate 
measure for Judging the performance of public sector 
undertakings. 

For the proper functioning of any enterprise, it is 
essential that the management lay emphasis on measuring 
the efficiency of its operations. £ach undertaking mtjist 
have an adequate apporatus for regularity exercising 
efficiency control. The principal elements of such an 
efficiency control system consist of performance-budge- 
ting cost accounting, material management etc. 

A dlBtanction bj^to be made in evaluation of the 
performance of private sector enterprises to those of 
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purlic enterprises. And. it has been nightly emphasised 
that" In judging the performance of public enterprises 
it is importan't to bear in mind certain features which 
distinguish them from the enterprises in provate sector. 
Though they are enjoined to observe busuness and commercial 
principles, the profit motive can not be such an over- 
riding factor in their case, as it is in private enterpri- 
ses. For example location of project in backward areas or 
operations of domestic air services on uneconomic routes 
Indicate that public enterest rather than profit motive is 
the directing factor. Public sector undertakings also face 
problems in securing managerial personnel of high quality. 
In beginning most of the managerial personnel in thete 
undertakings came from government Departments and not 
from the industrial and commercial fields. The terms and 
conditions of service in these undertakings had to bear 
a relation to those prevailing in the Government Depart- 
ment". 

This made it difficult for them to procure the 
services of persons well-versed in management skills. 

FINAMCING OF CAPITAL 

There are many sources and arrangements to finance 
the capital requirements, which one of the alternative 
arrangements is beet, depends opon operational circumstan 
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-ces< ownership and nature of the capital requirement. In- 
case of private undertakings besides internal sources, 
they can ap,,roajh various money and capital market for 
financing the capital. The private enterprises can issue 
debentures, showes and can accept loan from financial 
institutions, deposit and loans from public. 

The public enterfirises normally do not issue shares 
to the public and octain loan from them. Directors of 
public enterprises can not easily approach with bankers 
and financial institutions to finance their capital 
requirements. Moreover, the Government has got the ulti- 
mate power to determine the source of financing the capi- 
tal. The public enterprises can not easily make use of 
its internal sources because during the initial period 
of the enterprises , internal sources are not available 
and for public enterprises gestaticxk period is very high. 
Hence during gestation period no internal fund exc^t 
d^reciatlon is available to finance the capital. More- i 
over, once a public enterprise starts earning profits, 
the method of appropriation of profits totally depends 
upon the Government’s policy. 

Prof. Kuchhal has stated that " The surplus expected 
from public enterprises as a source of funds has assumed 
a great importance, with the rise in investments in public 
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sector during five year plane. Surplus means the balance 
of resources expected to be available with the enterprise 
after providing for operational charge, normal replacement, 
interest payments and dividends"®^ 

FIMWCIMQ OF capital IN UPSRTC i 

The authorised capital of the corporation is not 
clear but the paid up capital upto 1966-87 stood at 
Rs. 14,471.32 lakhs. All the shares ate owned by the 
state and Central Governments. The total Government in- 
vestment in UPSRTC in Rs. 14,671.32 lakhs as on 31st 
March , 1987, The capital position of the corporation is 
detailed below in the table No, 7-1, 


01. Kuoohal s.C. " Financial Management on Analytical 
and Conceptual Approach", Chaitanya Publishing 
House, Allahabad 1982 P. 534. 



(Rb. In lakhs) 


-180- 

Table 7 U) 


Statement showing capital Analysis of UPSKOXl 


particulars 

1983-84 

1984-85 

1985-86 

capital employed 

10706 

11537.00 

14671.32 

Gross Block 

1784 2 

20227 

23336 

Net Block 

5072 

6380 

17718 

Working capital 

1212 

1220 

1499 

Net worth 

“ 


- 


S ource - Complied with the help of Annual Reports of 
UPSRTC 


Notei (1) capital employed represents net fixed assets 
plus working capital. 

(ii) Net worth represents paid up capital plus 
reserves and less intangible, assets plus 
loans. 

(ill) Working capital indicates gross working 
capital. 


It is clear from the foregoing analysis that the 
corporation d epends upon Governments policy for supplying 
capital. The capital has been provided by the Government 
in the form of equity capital and loan. It is seen that 
funds available from internal sources have negligible 



-180- 


particulars 

1983-84 

1984-85 

1985-86 

capital employed 

10706 

11537.00 

14671.32 

Gross Block 

17842 

20227 

23336 

Net Block 

5072 

6380 

17718 

Working capital 

1212 

1220 

1499 

N et wo rth 

- 


- 


S ource - Complied with the help of Annual Reports of 
UPSRTC 


Hotel (1) capital onployed r^resente net fixed assets 
_ plus working capital. 

(ii) Net worth represents paid up capital plus 
reserves and less intangible, assets plus 
loans. 

(iii) Working capital Indicates gross working 
capital. 


It i s clear from the foregoing analysis that the 
corporation d spends upon Governments policy for supplying 
capital. The capital has been provided by the Government 
in the form of equity capital and loan. It is seen that 
funds available from internal sources have negligible 
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contributlon in the formation of assets. The major 
source of integ:ial finance is the for depriciation 
for example in 1985-86 funds amounting to Rs. 13630 lakhs 
against Rs.8308 lakhs in 1981-82 from the internal 
resources were utilised for gross fixed assets. Reinvest- 
ment of depriciation reserve does not provide for growth 
rather it can be termed as replacement investment. The 
use of depriciation fund for other than capital 
formation or replacement investment is never desirable 
According to M. Mohistlm" Such internal sources 
constitute 28. 3X of financing assets formation in 
public sector, whereas in private sector the ratio 
is 69,9?4. This shows that there is scope for the public 
sector undertakings for utilising the depriciation 
fund as replacement investment" 

It may be also observed that maximum debt equity 
ratio maintained by the corporation in 0.95i 1 . The 
public sector undertakings work under a prescribed 


01. Mohshin M. ''Financial planning and control" 

Vikas Publishing House New Delhi, 
1977 page - 113. 
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Btandard of 1 i 1 on the other hand, private sector 
undertakings at an average have a debt equity ratio of 
3 j 1 This explains the fundamental difference in their 
approach in evaluating risk and relating it with the 
cost of capital. The former Union Finance Minister 
Mr, H.M. Patel appears to be in favour of a "debt eqiity 
ratio of 2t 1 for public sector undertakings as the 
ratio of 1 » 1 is unrealistic" 01. 

The Administrative Reforms Commission has recommen- 
ded a liberal policy in this respect for all the 
undertakings". It is suggested that corporation should 
try to take steps in this direction of having debt 
equity ratio of a 2j 1 * 

in private enterprises, the mteeprenours seek to 
establish optimum capital structure with proper combina- 
tion of debt and equity with a view to minimise the 
cost of capital and maximise the value of shares. The 
coat of capital is starting point for profit planning 
It also serves the basic measure of financial performance. 
White designing capital structure in public sector, this 

01, The Economic Times.caicutta, August 18, 1977 
0 2. Administrative Reforms Commission, Report on pu^lio 

sector undertakings, oct.1967, pp. 47-48. 
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capital cost and return factors should be taken into 
account, Or. M.Mohlshin suggested *Ae6ets should be 
acquired when expected return exceed cost of funds by a 
margin to compensate for the degree of risk invalved". 
Generally, this standard is not followed and 
in public sector units capital structure is the result 
of an adjustment between the enterprise and the Government, 
It is a compromise without applying any scientific techni- 
que. This is, because public enterprises easily get 
capital from the Government and they are not expected to 
move in the capital market, in case of UPSKTC, it may 
be seen from the table no. 7-1 that it get capital from 
the state Government as well as Central, whenever it 
approache for the same. Frequent conversion of loan into 
share capital Isa regular feature. Concession in 
deferring payment of loans and Interest is often allowed. 
Thus everything is so easy that it daes not bother 
for adequate return on capital as is evident from accumu- 
lated losses. If the corporation approach the Government 
for fund for meeting the expenses of new purchases of 
correct estimate of the cost of equity and expected 
return on capital. 

It is also evident from the preceding table 
showing capital analysis that the working capital 
employed in UPSRTC, constitutes, on average 6 months 
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ptoductlon (service) at cost, "it appears to be 
excessive and there is need for rational planning of 
the working capital. An excessive investment in working cap- 
ital lowers down the productivity as the ration of 
working capital to fixed capital becomes disproportionate. 

It should also be kept in mind that under investmmt in 
working capital retards the rate of return on capital 
invested by preventing its role, to enterprise, preparation 
of a working capital budget ascertaining the future 
requirement of working capital and necessary plans to 
mee the requirement is an important task for the manage- 
ment. " 


It may be observed from the review of the financial 
position which has been undertaken in the preeceding pages 
that the financial performance of UPSRIC, presents a 
disheartening picture. It has accumulated huge losses. 

In 1987-88 it earned a nominal profit of l!s.252.17 laKhs 
for the first time of its existence. 


Expansion and growth of any uidertaking depends 
on the availability of adequate finance at reasonable 
cost. Thus upon careful planning and wise handling of 
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flnanc« depaids the ultimate success of any enterprise. 

For manufacturing and selling a product or service, 
every business has In our costs, Sooifl of these are fixed 
and other variable, “There is a growing complexity of 
costs Incurred by a enterprise in Its efforts to attain 
sales or service volume that can permit a satisfactory 
level of profits." 

This is equally true, in case of public enterprises, 
no doubt, state enterjrrlses are not generally and nece- 
ssarily run for making profits but for other considerations 
like public service and welfare, fet even the state 
would not, unless the enterprise Is of some special 
characteristic, bo able to run the same under continued 
losses. The principal test of the efficiency and per- 
formance of an undertaking is profit and profit depends 
upon the sales, services and cost volume. 

As Galbraith puts it " If I had to lay down a 
measure for performance for the publickly owned corporation 
In the developing country, it would be the earning that 
it provides to put into its own expansion. Xhey should be 
growth oriented and ^ould provide resources for develop- 
ment. Thus the important question is whether public 
enterprises recognise the task of enforcing efficiency 






TABLK M0.-7 -f?1 

Statement showing cost Analysis of UPSKTC (Rs. in lakhs) 


Particulars 

82-83 

83-84 

84-85 

85-86 

1. 

Personnel,! 





(a) 

Traffic staff 

2128.85 

2316.30 

3423.18 

3533.66 

(h) 

Workshop and 
maintenance staff 

749.04 

806.95 

868.44 

979.59 

(c) 

Other staff 

236.54 

450.56 

381.84 

387.41 

(d) 

Staff welfare GPF. 

512.50 

518.49 

929. 78 

891.11 


Total (1) 

3626.93 

4092.30 

5603.24 

5791.77 

2 . 

Fuel 

2996.16 

2983.16 

2763.62 

3176.96 

3. 

Lubricants 

236.14 

291.83 

326.03 

338.15 

4. 

Auto spa reparts 

591.75 

692.41 

638.86 

815,10 

5. 

Tyres & Tubes 

867.31 

810.30 

475.31 

1061.98 

6. 

Batteries 

39.42 

43.62 

38.70 

47.41 

7. 

Autostores 

39.42 

36.55 

34,67 

37,70 

8. 

Other stores 

236.54 

212.64 

222.27 

347.06 

9. 

K.V. Taxes 

433.65 

454.21 

314.60 

333.20 


Total (2 to 9) 

5440.39 

5524.72 

4014.06 

6157.56 

10. 

Interest i 





(a) 

Interest to state govt. 

827.89 

19.00 

357.19 

440.2ft 

(b) 

,, ,, Central Govt.- 

71.00 

218.33 

157.90 

(c) 

Interest on borrowings 

- 

1001.03 

319.38 

869.26 


Total (10) 

827.89 

1091.03 

1394.90 

1467.40 

11. 

Ml BO & other Mainte- 






nance charges 

236.54 

202.87 

271.19 

367.41 

12. 

Depri elation on 
^Current & Fixed 






Assets) 

1261.53 

1316.92 

1395.90 

18 29.38 


Grand total 

(1 to 12) 1 

1392.28 

12227.84 

13479.29 

15613.52 


Source - Corapeled with the help of annual report of UPSRXC, 
Year 1985-86-87. 



. was caused by upward revision of the wages and salary 
•he employees, thus increasing the cost of service and 
educing the margin of profit. Similarly, miscellaneous 
other trend, which Indicates that a lot of capital is 
:ed in this itan, which is the symbol of tad managemait, 

;e it is suggested that the corporation should be esta- 
shed cbst control department for efficient runnnd,ng of 
services, 

a-lUE .'iMALyaiS of jJPSKTC i 

Although the corporation has been incurring losses due 
.ncreasement of costs yet the revenue earned by it has 
1 increasing steadily. 

An attempt has been made for hevenue analysis of UPi,F<TG 
jugh the following table 7-3. 
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TABLE-7.3 

Statement showing P & L. A/C for the year ended 


particulars 31. 3. 85 31.3.86 

Total Rb. %of eaeh on Total rs. 
(inlakh) Total (inlakh) 


What the oorporotion 
E arned ; 

1. Traffic Revenue 

(a) passangers 13504 

(b) Contract seivice 141 

(c) Other contjacts 152 

2. Net workshop operation - 

3. Income from - 

(a) Advertisement 7 

(b) Canteen 51 

(c) Profit on sale of 

vehicles 160 

4. Interest 5 

5. Other receipts 75 

6. Excess Provision 
written 


95.81 

1.00 

1.07 


0.05 

0.36 

1.14 

0.04 

0.53 


15368 

105 

113 

17 


53 

308 

3 

69 

12 


Total Income 14095 10054 16090 


Item on 
tofal 


0.04 

0.33 

1.91 

0,02 

0.43 

0.08 

10054 


What the corporation 
Ex pended 

1. Traffic staff 

2. Repairs & mainte- 
nance 

3. Powers 

4. Licence & Taxes 

5. welfare Exp, 

6. General Admin. 

7. Depreciation 


6074 37.14 

2717 16.62 

2764 . 16.90 

315 1.93 

891 5.45 

701 4,28 

1396 8.54 


5596 31.37 

3674 20.58 

3177 17.80 

333 1.87 

930 5.21 

824 4.62 

1829 10.25 


Table Contd. 
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8. Interest on capital 819 5,01 869 4.87 

9. Other charges 676 4,13 612 3,43 


. Total 16353 100% 17846 


Net Profit/Loss -2258 


-1756 


100% 


Source - Gompfeled from the annual reports of UPSRTC H.O. LucJoiow 
1986-87. _ 

It Is evident from the table No. 7,3 that within aperlod 
of two years the income from all sources were near about Rs. 31 Cr, 
while in the same period expenditure side is faster growth on 
repairs and maintenance, of the buses and other vehicles which 
Increased from Rs. 2717 lakhs to Rs. 3674 lakhs. It is to be 
noted this Increase in repairs and maintenance was witnessed with- 
out any remarkable addition in the capacity of earnings of 
buses. It is also remarkable that the Increase in welfare expen- 
ses and [Tiaintenance were caused by carelessness of staff thus 
increasing the cost of service and reducing the margin of profit. 
If the corporation is to earn a profit and wipe out the losses 
already accumulated it will have to reduce the margin of capital 
looked in Work-shop, The corporation can also reform its finan- 
cial position by regularising the’ services in all routes and 
the employees understood their responsibility. 
appraisal of iflNA-iCIAL PbRPOWANCE OP UPSRTC t 


irly indi< 
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of financial planning is to plan capital expenditure. Capital 
is needed in the initial stage for strarting the corporation. 
The financial position of the UPSkTC Is summarised here in 
table No, 7.4 under broad headings for a period of the 5 yr. 
ending on 31st march 1986. 


Table No. 7,4 

Statement showing Financial position of UPSRTC 

,.J.a]di.8l, 


Particulars 

1881-82 

1982-83 

1983-84 

1984-85 

1885-86 

Authorised share 
capital 


- 

- 

- 







i) paidup capital 

4697 

6525 

7128 

8316 

10316 

ii) Loans 
a) state Govt. 

2698 

16 76 

1256 

2135 

2066 

b) Central Govt.S 
othefs 

2080 

2310 

3613 

404 2 

4949 

iii) Internal resourc 

res 1 





a) Specific Reserve 

s 113 

113 

113 

113 

113 

b) Free Reserve 

- 

- 




c) Deprioiatlon 

83.08 

9469 

10601 

12001 

13630 

Total (1+2+3) 

7896 

20093 

22714 

26607 

31054 

(B) Resources Utilised j 





1, Gross Block 

14896 

15854 

17342 

20227 

23336 

2, Assets under coti 
truction 

IS- 

708 

466 

419 

419 

419 

3. Net Working 
Assets 

1010 

1330 

1212 

1220 

1499 

4. Investment 

92 

92 

61 

81 

81 

5, Deficit 

1190 

2351 

3160 

4660 

5719 

Total (1 to 5) 

17896 

20093 

22714 

26607 

31054 
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(C) Operational Results t 


particulars 

81-82 

82-83 

83-84 

84-85 

85-86 

1. Turnover/ 

operating Income 

11178 

11051 

12873 

14127 

16001 

2. Total Expendi- 

12468 

13203 

14537 

15693 

17061 

3. ProfitAoss 

(-)1290 

(-) 2152 

(-)1664 

(-) 1566 

(») 1060 


Source - A hand book of UP state Public Enterprises sarbajnlk 
Udyam Bur*au U.P. 242 oawahar flhawan/Lucknow 
(U.P.), 1987. 

It raay be observed from the table No. 7.4 sliowing the 
financial position of UPSKTC, that its financial position 
and performance Is quite unsatisfactory. The accumulated loss 
incurred by the corporation upto 1985-86 ammounted to 
Rs. 7, 732 Lstkhs as against paid up capital of Rs. 36, 982 Lakhs. 
It may algo be seen that the expected profitability of 
corporation is very low and even the moderate expectations 
have not been fulfilled. Though, the losses of corporation 
shows a decreasing trend yet the overall position of the cor- 
poration was unsatisfactory and the planning section of the 
corporation should continuously aigage itself in evaluating 
the capital expenditure, excuting the capital expansion 
programmes and su^desting measures for bringing economy 
and efficiency. It may also be seen from table No. 7,1 that 
the corporation has been depending upon loans as a major 



part payable is increasing continuously. 

RATIO ANAQTSIS 1 

For judging the financial performance of the cor- 
poration it is essential to study some of the important 
performance ratios which are compiled in the following 
table No. 7-5. 

TABLE NO. 7.5 


Statement Showing Performance Ratios of UPSKTS 


particulars 

1981-82 

198 2-8 3 

1983-84 

1984-85 

sales & Service to 




capital employed 1554 

1354 

1454 

1354 

Net profit to 

capital 




employed 

-1354 

-354 

-1354 

854 

Oross profit 

to capital 




employed 

-654 

+554 

-454 

0.254 

Net pfofit to 

net 




worth 

Loss 

Loss 

Loss 

Loss 

Value added t 

0 capital 




employed 

15% 

1554 

1354 

1354 

Inventory to 

sales & 




services 

2454 

■ 2554 

2854 

2754 

sales to Gros 

s block 1454 

1654 

1454 

15% 

Source j Annual Reports of ' 

UP3RTC, H 

.0. Lucknow 

1986-87. 
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TAbL E NO, 7-6 


Statement showing Key performance of UbSRTC 


performance 

Indicators. 

62-63 

1 8 3-84 

84-85 

85-86 

66-87 ' 

1, 

Fleetutlli sation 
(percentage) 

74 

72 

72 

76 

84 

2. 

Occupency Ratio 
(percent age) 

74 

70 

66 

73 

76 

3, 

Income per Km. 

(in paisa) 

295 

318 

330 

361 

381 


Expenditure P.K. 
(in paisa) 

352 

359 

367 

38 5 

376 

5. 

ProfitAoss per K 
(in paisa) 

:m.(-)57(-)4l 

(-)37 

(-)24 

(+)5 

6, 

No. of Employees 

48562 

47862 

47779 

4 7668 

4 9564 

7, 

Bub staff ratio 

10.58 

9.38 

9.32 

8.60 

8.25 

Source t " Compiled from ' A Hand book of U.P. state 
Bubllcsector interprlses" Sarvajnlk Udyam 

Bureau Uttar Pradesh Lucknow (U.P.) 


Financial and physical performance of UbbkTC has not 
been quite satisfactory. It is clear from the above table 
No, 7,6 that the fleet utilisation by the corporation were 
increasing, while occupancy ratio shows decreasing treid 
Its reason is cnauthorlsed operations by the private opera- 
tlons on nationalised routes. 



UPSKTC 


the increase from year to yeor. It increased from 295 
paisa per Km. 1982-83 to 318 paisa in 1983-84 and 381 paisa 
in 1986-8 7. But this income per Km. earned by the cor- 
poration is less tlian another state's corporations. The 
progress of UiSRTC has not been quite satisfactory from 
the point of kilometerage earned by buses and no, of tra- 
velled passengers. The position in fact, has been worse 
during 1984-8 5. Though bus- staff ratio is in dec tea sing 
trend yet there are no any deficiency in the expenditure 
of per item. The bus staff ratio was 10.58 in 1982-83 
while It decrease to 8.25 in 1986-87 . Against its, the 
expenditure pc-r Km. Increased irom 352 paisa in 198 2-83 
to 376 paisa in 1986-87. 

Hence, it is clear the performance of UPSkTC has 
not been impressive. It is beset with many complex inter- 
nal as Well as external problems, such as leakage in 
revenue from varied sources, inadequacy of available re- 
sources, iirotalem of modernisation repairs and replacement 
of old buses, proper and effective management of various 
depats and work .'hops, effective cheeking of buses, pun- 
tuality of buses in operation etc. Its expenses are 
increasing whereas the revalues are not increaing in the 










The importance and n.-sd Tor public sector has been emphasised • 
time and. again by vai-iou-s auLnoritios including our ail prlnie 
Ministers at various formas. The various industrial policy- 
resolutions and five year plans adopted by our country; have _ 
assigned a key role for the public sector and have reserved . 
some core sectors for developuent, only under public sector, 

Ihe public sector in India has been devised as a tool to 
gain control over the coiimiandlng height of tbs economy, to promote 
critical development in terii,s of social gains to provide coamerolal 
surpluses to cori-ect regiontil imbalances in the economy, to 
provide employment opportuirLties to the vast labour forces and 
to ebtablish a socialist society in the country. 

The growth of public enterprises in India as well as in 
various states has been phenomBiial since the comuieiicement of 
live year Plans, State enterprises in U.P. consists of 53 
Corporatioas registered under the companies Act and 8 public 
corporations setup under separate statutes. There were only 
10 enterprises by the end of 31st December, 1 p67 and 17 by the 
end of 1972 , Their niinber sh;ii-ply rase to 53 by I 977 and 
further to 61 by I 987 . Besides these, there are 24 subsidiary 
companies of these enterprises. 

These state enterprises, like public enterprises in India 
are .lalnly functioning in the area of development and promotional 
activities, which are predominantly manufacturing and trading 
in nature. State enterprises are mostly either old units being 
run by the Governments or e;vtetislon of department at services 
being rendered. 

These state entcrprises,b 'iv c been set-up mainly to provide 
infrastructural facilities iu various sector like industries, 



ajricifLture, handicrafts, h mdloom etc 

- to manage the public utility system , 

- to safeguard and expand cuxjloyraent opportuniti ;s and. 
diversity the states pro lucuion potential ±n terms of 
value added, . 

- to uplift and help the economically weaker section of the 
society and minorities, 

The basic philosophy for setting up these state 
enterprises is to bring about a result- oriented, cost- 
benefit approach to uhe developmental activities, accelerate 
growth in different sectors of the economy. Settling up 
of these numerous enterprises reveals the state Governments' 
desire and intentions bring about rapid all-round growth 
of the state, with its major resources and use of institutional 
finance. 

In the analysis made in the preceding pages, an attempt 
has been made to direct some of the financial problems of 
U.P. State Hoad Transport Corporation. Tliough there axe many 
problems attached with uhe corporation sucb as problems of 
personnel management, and industrial management but we have 
mainly taken up on a study financial management problems and 
have made an attempt to analyse therein detail. 

This study comprises of seven chapters. Various 
conceptual aspects of financl'al managementhave been dealt 
with earlier and various functions, objectives of financial 
management have been discussed in detail. An attempt' has 
been made to analyse the financial management of Public 
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enterprises. Development of Public enterprises in U.P, 

States has been studied, k brief Introduction of U.P, 

State Hoad Transport Corporation has also befen given. 

The resoarch uiethodology i.e., selection of sample and ' 
oollaction of aata has also been brief ely described. The 
data of study have been drawn mainly from secondary sources, 
which have been availed from the Head Office of U.P. State 
Road Transport Corporation, Luci\now,Sarvajanik Udyani Bui’eau 
Uttar Pradesh, Lucknow aul other related agencies. The reports 
of comptroller rnd d-uditor lencral on public enterprises 
have also been lielpful to get the desired infor, ,.itlon regarding 
this study. 

The l/.P.SlBte Rctul Tvanspart Corporation has a unique 
place in the economy of Uttsu' Pi-adesh. lb is one of the 
most Important state level public enterprise. Hence, the 
scope of study has also been dealt with. 

The necessary statistics for a period of 10 years from 
1976 to 1987 have been collected from the annual reports 
issued by the U.P. State Hoad Transport Corporation. 

V/e have dealt with growth of public enterprises in 
Uttar Pradesh. A. brief study also has been made with the 
concept of Public sector particularly with reference to India, 
The economic growth of bne atate has been also studied, The 
growth of public enterprises during pre- Independanoe and 
past independanoe period h.-u been studied, prior to. 
independance, the role of public enterprises in the State 



was rather liiuitsd. The stice governinent evinced interest 
for encouraging the public enterpriees only after independanoe 
This is clear I’l'c):,! the fact that tn 1550-51 there were only 
three state govornui’nt industrial and Gou;.;orclal anterprises. 

61 public -‘enter pJtioes hav-j been established upto Dec, I989, 
in the state, out of the 36 public enterprises v/ere established 
in the period from to 1577, while 25 public enterprises 

were established in other period. 

An analysis of employment position in these enterprises 
reveals that at the end of year 1572-73 there were about 
1.11 lakhs employees at blje end of 1987-88. The total 
investment in 61 enterprises was Bs. 5,63,07^ lakhs at the 
end of the 31st Mai'ch,1987. 

An attempt has been made to study the histoi'y of Hoad 
development. 'Ihe U.P. State Hoad Transport Oorpoi'ution was 
set-up on June 1st, 1972 as a statutory corporation under 
Hoad Transport Act,195o - witli n view to provide adequate 
transport facilities. At the end of first five years plan 
(1955-56) the total investmoiit increased to 11s.V‘+6.9^ lakhs 
with net profit Ks.12.58 lakhs, while this increased Hs. 225.81 
Cr. upto 1987. 

The growth of U.?.St'.-iUo Hoad Transport Oorporation 
has been quite spectacular, judged from the point of number 
of routes and distances in tnj first decade of its exi stance 
(1972-82). Tlie number of routes increased from 1111 in I982 
from 1972. The distance of routes increased from about . l45 
thousand Kms to about 288 thousand Ens in 1981, Today, U.P. 
State Road Transport Corporation is playing its fleet of 
buses on all important routes of the state. It had a fleet 



of 7,151 buses, 152 trucks and 67 taxies as on 3l3t DeG.1987. 

The growth of UPSitTG from the point of city bus service 
has not been satisfactory viewed from the to'tal number of 
passeng-ers travelled. The total number of passengers tfavelled 
by the city buses were 967. 36 lakhs in 1979-80. It increased 
by 592.11 lakhs only in the year I986-S7, The growth of 
UPSHTG from tije point of '.Jiployaient has been satisfactory. 

The total employment provided by ITPSKTC was 5l8o2 employees 
at the end of 31st Deo. 1 987. 

We have studied the governing board and management of 
UPSH'iG briefly. In UPddTC, a mixed form of functional and 
policy board operates. The board had been consisting of 
the Hon'ble Minister of Transport as a Chairman; and Chief 
Secretary, Sinance Secretary and Deputy Secretary Transport 
and Transport Commissioner as member. The overall control 
of the corporation b'^s bt .-n vested in the boiu'd of directors 
Constituted in accordance with the provision of Koad 
Transport Corporation ACt 1950. In TJPSiVTC, two third 
members were oppointed by the state government and one third 
members were oppointed by’ the central government. The 
member tenure will be for one year from the date of assumption 
of office and they were entitled for reappointment. The 
board of directors has powep tu appoint bps drivers, conductors, 
Clerks and serv;Jits. It may also determine the powers and 
duties of various personnels. It raay also remove, suspend 
or terminate the staff as well as officers. 

An effort has be. n rn-.de to analyse the long .term and 
short terril financial management in UPSATG. An attempt has 



has best! made to study the meaning and impo-tance of financip. 
management, xlie following factors have been discussed with 
apaalal reference to UPSHTC 

(i) Trading on eqiaty 

(ii ) Capifea geai-ing 

(iii) Cost of capitia 

(iv) . Hai'iiniaii control 

(V) Cash flow ability 

(vi ) Blexibility of the company 

(vii ) Size of the conpany 

The totiTl capital invested in OPSiiTC has oaan increasing 
from Hs. 69.27 or. in 197?-76 to Hs.428.2? or. in I 987 - 88 . 

We found that the equity u se has been Increasing from 217 ^ 
in 197?-76 to 38.3 ;» in 1987-88, The Cf.p. Government has 
placed at the disposal of the corporation lis.12 Gr, as a,j 
equity capital which increased its. 118,70 cr, in 1987-88, 
'Simllarlly, tho cnetral govcrniaent contributed us. 3. 00 or. 
in 1975-76 as equity capital, Tne internal resources of 
UP3HTC also Increased. The total reserves amounted to 
Ks. 25,19 Or. in 1975-76 and which increase to ds.199.6 Or. 
at the end of year I 987 , Tlje UPSWffi has depended mainly 
upon the financial policy of government so far its long term 
capital resources are concerned. After studying and analysisin, 
the long term financial management, working capital management 
of UPSHTC has also been studied. The probitablli ty of a 
business Bi!5ia).y depends upon how the working capital is 



managed. Proper management of working capital may result 
in greater profitability. There are two concepts of working 
capital, viz., gross working capital and net working capital. 
The net working capital in OTSR'JC has been increasing regularly 
The working capital was Rs. 983. -’+9 lakh in 1977-78 which 
increased to Rs.3183.’+3 lakh at the end of 31st March I986. 

Ratio -analysis has also undertaken to Judge financial 
performance of OPSRTC. The ratio of Return On Investment, 
we found that the position of earning capital of OPSRTC is 
very dangers for the long and short term creditors. The 
recognised standard for the judging the quick or acid test 
ratio is that it is taken to be satisfactory if it is 1i1. 

In case of UPSRIO the liquidity position of corporation was 
satisfactory. Jlmilarily, tJie current ratio of 2i1 indicates 
quite helpful in disohijrging current liabilities without any 
dif fie ul ties. In case of UlhlRTC we find the best possible 
liquidity s'situataion prevailed during 1977 to I980-8I. 

The growth of working capital in OPSRfC has bean 
measui’ed by computing Multiple Correlation, between net working 
capital and sales services. 1 very high degree of possitive 
co-relation has been found in case of UPaKX. 

The financial performance of UPSHK! has also been 
analysed under the following sub-heads 
(i) Cost analysis 
(li) Capital analysis 
(iii) Revenue analysis 
(Iv) financial performance and 
(v) Key perform ace ratios. 

^ We have found tlr-it paid-up capital Of Lhe 



corporation upto lp86-87 stjod at Ks. 14I|-71.32 lakh, I'Ul 
the shares are owned by at te and central goveraiiient. Various 
iteras of cost xn UPSiiTC are continuously increasing. The 
total cost on personnel salary and wages ciuiountiag to 
Ks. 3626. 93 lakhs in 1982-83, while it increased to Es, 3791.77 
lakhs in 1 986-87. Sii.iilai-ily, the revenue of the corporation 
has also been increading, let, it has been incurring losses 
due to increase in various costs. The income fi'orn all tlie 
sources were near about Ks, 31 crores on the 31st March I987. 

The accujuuluted loss incurred by the corporation 
amounted to Hs.7732 lakhs as against paid-up capital of 
Ra. 36982 lakhs, upto 4986-87. ananciol and physical 
performance of UPSR'jG has not been quite satisfactory. Bus- 
staff Ratio was 10.38 in 1982-03 while it deoereased. to 8.23 
in 1986-87. Similarily the occupancy ratio was 74 in 1982-83 
against 76 in 1 986-87. 



riAIN FIIOIHGS : 


Et'oiii the study of some of the probleuK related 
to the financial ipanaiseinent of state enterprises in gsnerta 
and UPSR'iG in p 'irtioul-rr several important conclusions 
have been arrived at ; 

vie find ti.at L.e oo n'd of uianaE^eraent of UPSnXC 
requires pei's’ons havlno siuh qualities which combine the 
efficiency of private u.»n^,ejjent v^lch the concern for the 
public interest, rtom -he cnslysis of the n’ticl:s of 
association oi’ Ul'Jni'i ''ad 'ro the study of the structure 
of board, it has been observed that no specific qualifications 
have been laid down for tbe oppointment of the members of 
the board. Kie ratio of tlie part-time members is .disproportion- 
ately higher and most of the pai-t-time members are nominated 
in the board on the basis of offices held by them in Government 
Departments and not on the basis of any experience - in the 
transport field. It has been also observed that efficient 
Regional Managers are offered more emoluments in private 
sector undert.alrings as comp:'.r5d to public sector. Hence, 
this has prevented tlie regular flow of best managerial 
talents to it. It has lilso been observed that within a brief 
time most of directors have not been able to work for the 
full- term. Such a floating situation has prevented them 
from benefitino the Corporation by their knowledge. We find 
that the state Government retains wide power of control over 
IfPSHTG and thus there is a truncated delegation of authority. 
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Wnils the spnii of Vovrt. control is wider tnan the need be, 
the control is neither adequate nor effective. 

It is observed that higher inventory ratio is 
maintained by the UPSriiG in couparison to other public • 
enterprises, n high Inventory ratio blocks the effective 
use of capital and reduces the margin of profit. One of the 
causes of high inventory holding in UPSk'JV! is the pnnchase 
of spares and accessories in a larger quantity than needed. 

X sound financial management and control has 
remained at a relatively low level in state public enterprises. 
It is evident from the fact that there is no uniformity in 
financial practices and rules in all state enterprises. In 
UPSBTO, though there is a finance Division, yet satisfactory 
arrangement for consultation with the finance is lacking. 

On many times, the sound advise of the Director Jlnance has 
been ignored by the other executives of the corporation, 
resulting in excess purchase of spares and fuels and wasteful 
expenditure like other public enterprises In state, the 
budgetary control in UPduK is not effective as the budget 
Is viewed more as a tool of allocation of resources than 
a weapon of control. Generally, it so happens that the 
capital budget is received by the ministry at the time whan 
general budget is presented, .Without any detail exaiaination 
of the proposals the budget is included in the general 
budget for appropriation. 



X systam of effective cost control is yet to 
be introduced in uwny state enterprises including UPSH'IC!, 

It has been observed that the audit rules have been modelled 
on the rules of'the central Jovt. and there is ample scops 
for simplifying them. 

.The functionin,^ of UPSil’JXS sliov/s a little evidence 
of financial discipline. Hence, an effective Government 
Control is essential over tueir finance. Tlie present system 
of external audit is defective as it is a fault finding in 
nature and is mainly concerned with the certification of 
balance sheet and profit and loos accounts. 

The laglslativs control over the finance of 
state enterprises Including WaHi’C is not effective as the 
annual reports submitted by theio are simply laid on the table 
of Vldlijin Sabha and separate time for discussion on these 
reports is not allowed. The these annual reports have got 
only informative value. Morever, the annual reports are 
not sent in time to the Vldhan Mandal and there is no 
uniformity in the forms and contents of the reports of state 
enterprises. 

It has also been observed that the problems before 
UPSRTC are innumerable and complicated indeed. Its expenses 
are Increasing whereas the revenues are not increasing in 
the same proportion. The gap has got to be bridged in the 
concerted manner. 



We find that the problem of arrangement of 
capital resources for purchase of new buses and replacement 
of old one indeed appears to be quite Insux-aiountable, 

However, the resourcesmust be obtained on the reasohable 
terms fro'm various veiilable sources. It is also seen tnst 
the Corporation has p:iid a lot of amount against interest 
to central as well as state governments. An analysis of 
financial performance of UPdUK, reveals tnat the expected 
profitability of the oorporntion is very low and quite 
unsatisfactory. The debt-equity ratio Is maintained at a 
low level with ohe result the management hesitates to take 
risk in raising loans. The limit of cash-credit arrangement 
with bank is also very low. It has been observed that the 
government loans are frequently converted into shares and 
concession is allowed in deferring repayment of loans and 
interest. It is done without much difficulty hence manageuiant 
of the oorpor ition hardly brothers for adequate return on 
capital, Though the corporation has accuuiulated huge losses 
the trend is, however, towards gradual decline in losses, 
ultimately resulting in a measgre profit of 2.52 crores in 

1987-88. 
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kodern ecoaomic activity requires speedy of 
men and liiaterials. 'the development of adequate facilities 
is highly essential for t;.c growth of economy. I'he economic 
and social progress of all cue nations of the world collectively 
depends upon rapid and efficient reliable transporation services 
by rail, road and airline. The ro.id transport is a vital 
sector of the Indian economy and its develop, nont is directly 
linked with the growth and development oi"' road transport. 

Though, the niMoer of public enterprises have 
increased with total investment yet many of them are running 
on haveay losses. U.f. State Hoad Transport Corporation is 
also in the same category. There are many problems connected 
with the corporation, viz. , industrial management problems, 
personnel management problems, financial management problems 
and others. But in view of foregoing findingaand analysis 
the following suggestions are submitted to improve the 
financial management of UPatViC. 

1, It is suggested that all the loans provided by 
central as well as state government should be 
converted into equity capital and step should 
be taken to curt-iil working expenses. 

2. A. financial advisor' be appointed to ensure that 
financial con.sider..;tions are nl'/en their due 
weight before incurring expend! cure. 



The tr-inspoi'b buh^eb should be presenbed to the 
Leijlsl'^ti/e .ks _.e!.jUly separabely and separate 
days should be alloted for the discussions and 
Hon'ble Minister in-charge of Transportation 
should make a general statement. The Corporation 
should be directed to submit its annual reports 
in time in an approved form stating therein 
detailed informations regfa'dinn cost, capacity , 
quality of services, quantity of buses comparative 
perfor, nances, future plans and past operations. 

Though the wide powers have been retained by the 
Government in respect of financial control over 
the corporation, yet those should not lead to 
undue interference and operational efficiency, 
iin independent oudlt by the Oomptroller and 
Auditor Genernl s'lould be Invoked whenever the 
statutory audit point out grave li’regiLLarities. 

It is suggested that suitable aijiiiendiiicnt may 
be made in the hemorundum and yirticles of 
Association of UPGETC. There should be experienced 
and qualified meubers for the hoard of Directors. 

In any case, the ratio of part-time me.abers 
should not exceed of total strength of the 
Board. Hot more than two part-time representatives, 
outside the government, be nominated. These 
nominations should be based on their experience 
in the related field. 



It shoul-I be sut^:jested that the state uovernmeiit 
should reduce its span of control in internal ' 
manajemant of UPdd'fC „rantinj it proper autonomy 
There is hardly any logic in reserving the power 
of sanctioning organisational set-up, approval 
of rules of recrciitmaat and proaiottbns etc by 
the corporation. 

It is suggested t at the separate finance division 
should be created in the corporation for effective 
financial control and management. The Chief of 
the finance should have some independence and 
in case of disagreement with Hegional Manager 
and other Cbief-aceoutlves, the matter should 
be referred to tbs Board of Diiectors for final 
decision. Model financial rules should be 
adopted by the division. 

The .iiisinunagement of stores and spai’es and other 
accessories should be exadinea by an expert 
couMiittae before signing the contract with the 
oallaborations. Regular inspection of stocks 
can reduce the workshop expenditure substantially. 
The management of UPRil'TC should allocate more 
funds for welfare facilities of che employees. 

It should pay more attention towards prevention 
of acoiddent and safety. It will boost the high 
morale of employees. 



The total capital of UP3KTC has been continuously, 
incrsasin,,,. J e proportion 6f internal resoitces 
in total capital has not been more significant 
dui'ing 1377-78 to I38I-82 and whereas proportion 
of loan taken by corporation from tlie various 
financial institutions increased during the same 
.period. We also analysed and find Llie debt-equity 
ratio is alajost 1:1 after 1379-80, while payable 
interest of U, I'.Ooverninent was tran.sferred to 
capital contribution from 1977-78 to 1 381-82. 
'fherefore, it is suggested that a liberal debt 
policy should be allowed to be followed by the 
UPSil'fC and debt-equity ratio should be maintained 
at 2:1. The limit of Gash-Credit ari’angement 
should be raised. Before making funds available 
to UP3IIIG the governtiient should be a.sked for the 
expecbad return on invested capital and management 
must give guaranttae to achieve the expected 
return. Though the aim of corporation is to 
provide the adequate and oorfortable transport 
facilities to Uie people of the stateand functioning 
on a no-profit-no-loss basis, yet it is necessary 
that the corpor ition shoxid maintain necessary 
financial discipline. 

Total loans and advances given to its staff drawn 
its huge resources. Total advancds taken by the 
staff was as. 399.32 lakh in 1978-79. Although 



it deofeased in 1979-80 to J:ts.223.58 lakhs 
but it sUogested that the ei'fective steps shold- 
be taken for refund of loans and advances taken 
by V.I.P. and the interest on the loans {near 
about should be charged sti'ictly, 

12, UPSHIG is a service industry and its sorking 
capital requireuients is lower as corapareed to 
Goiiiaercial enterprises. It gets working capital 
funds from government and ofher financial institutions. 
Therefore, the corporation intends to maintain 

a very low margin of safety. Hence, it is 
suggested that the corporation should uinintaln 
its optimiia level of working capital to liquidate 
its shoi’t-term obligations and they face problems 
of raising funds smoothly. 

13. I’he UPSd'IC does not present a satisfactory picture 
in financial areas. It has been incurring losses 
continuously, wijloh indicates lack of managerial 
efficiency. Hence, it is suggested ttiat management 
should take neces..nry action to control the leakage 
in revenue and turn out the evils and carelessness 
of Hoadwayd employees. 

The study of the workino of the UPiJHTO thus clearly 

demonstrate that ilsls not beinu managed efficiently. It may 

be evident from the analysis of the findings arrived at, that 
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there are many problems related to management and there is 
managerial incapabilities in handling tiie affairs in an 
effective manners such as - inadequacy of available resources, 
problems of modernisation repairs and replacements of old 
buses, proper and effective management of various depots, 
workshop, efi'ecting cheekin,., of buses in operation etc. 

Hence, it is suggested that ail necessesnry steps should be 
taken by the manageuent to tackel the problems of the 
corporation to bring desired iniiiroveinent in its financial 
performance. Only then, it would be able to provide 
efi'icient, adeuate, economical and properly co-ordinated 
system of road transport service to the people of the 
state. 
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GQVERMII'C UO.-'RD OP UPSRTC 
YEAR 198S-86 


S.No. Name and Address. 


Designation 


1. dliri Vlnod pr.T)<aeli oahnl.I.A.S, Ch.iirman 

Secretary U.P. Got eminent 

Transport Deptt. 

Lucknow. 

2. Shri V.K.Deewan IAS Director 

Managing Director, 

UPSRTC, Lucknow 

3. Special Secretary, IAS 
U.P, State Govt. 

Finance Deptt, Lucknow ' 

4 . Transport Commissioner, IAS, 

U.*?, Lucknow “ 

5. Secretary, IAS 
U.P.GOVt. 

Bureau of PuUlic Enterprises, 

Lucknow. 

It, Col. N, P.S.Cluiudhary, Techiilcul 
Claiment Town, Dehradoon " 

Shri Kashi Singh, Technical 

Bansganw,Gor.3khpur. 

Sliri Jagmohan, Tochnicul 

Civil Unc’s, Paii'.tbdd 

Shri Madan M han shukla “ " 

Kanpur 

s!u i Baka Usmani “ 

Kesharwani Lodge, 

Lucknow. 

Additional General Director (Ro.id) , IAS 

Ministry of Shining and Ti anniort. 

Govt.” of India, 

New Deli.i. 



•uijjB'- 


3. No. Name ano Address 


Designation 


12. Commissioner (Soleshiara Fund) IAS Director 

Ministry of Ship: ing St Land Transport 
(Transport WingX Govt, of India. 

New Delhi. 


13. Deputy Secretary (Road Tronsport), IAS 
Ministry of Shipping and Land 
Transi:)Ort (Transport Wing) 

Govt, of India, 

New Delhi. 


14. Chief Comiivrci. 1 Sui . rintendant. Technical 
East-North, Railways, 

Gorajchpur. 

15. Chief MarJceting Superintendent Technical 
Northiern Railway 

New Delhi. 


Total No. or membors in Board a Dit actors in UPSRTC, 
including Chainmn, worn 35, in whl.h 7 m.inbcrs were Technical 
hand and 8 members ■ >rc bureaucrati's in year I'lOS-fif.. 




S.No. Name anil Address DeEignation 


1. Shri Jagc.ish Khattar lAS Chairman 

Secretary, U.P. State Govt. 

Transport Department, 

Lucknow. 

2. Shri V.K.t-Uttal IA3 Director 

Managing Director, 

UPSKTC, Luchnow 

3. Special Socn-tary I/iS " 

U.p.Govt. Finance Deptt. 

Lucknow. 

4. Transrort Comiidssioner, IAS " 

U.P. Lucknow 

5. Shri R.K. Mittal IAS " 

S. General Director 

. Public Enterprises Deptt. 

U.p.Govt. Lucknow. 

6. Lt.Col. N.I'.S.Choi.dhary Technical " 

lOO-Turnur Ro..d, 

Dehradoon 

7. Shri Kaah Sln.jh " " 

8. Shri Jagrnohan Singh " " 

Fai zabdd 

9. Shri Madan Molian Shukla " " 

10. Shri Buk.i Usmani " " 

Kay,iiiioa»j« 

parukkh.'iUad 



, No. Name and Ac.dress 


Designation 


11. Chief Engineer Technical Director 

Shipping and Transj-ort 

Ministry, Govt, oi India, 

New Delhi. 

12. Commissioner IAS " 

(Soleshiam Fund) 

Ministry of Transport 
(Water & Land Deptt) 

Govt, of India, 

New Delhi. 

13. Deputy Secretary IAS “ 

Ministry of Transix>rt 

(Water and Land Deptt) 

Govt, of Inoia, 

New Delhi. 


14. , Chief Commercial Suporintendant Technical " 

North-East Railway 
Gorakhpur. 


15. Chief Marketing Suporintendant “ 
Northern Railway, 

New Delhi. 


In the yuar 1986-fl7, there ri'iiuiin iiamf i.ltUaLlon 
of 1085-86. No cl .mgea h.ivo b . ii maile in the <i"VorntnC) hoard 


UrSRTC. 
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BOAim OF DIRECTORS OF UP3RTC 
FOR' THE YEAR 1987-88 . 


B.No. Name and Address 


Designation 


Shri Jv.gdish Kh.itki.-r IAS Chairman 

'i'ranoport Deptt. Lucknow. 

Shri V.K.Mittal 
Managing Director, 

UPSRTC 

Special Socrettry 
U.p. State Govt. 

Finance Deptt. 

Lucknow. 

Smt, Neora yaduva 
Managing Director 
Bureau of Public Enterprise 

Shri Ishwar Dayal, Professional Director 

Director, 

Indian Institute of 
Management, 

Lucknow. 

Shri Kashi Singh Technical Director 

Gor akhpur 

Shri Madan Mod. an Shukla " Director 


I AS Diredtor 

IAS Director 

IAS Director 


chief Engineer (Road) ” Director 

Ministry of Transport 
central Government, 

New Delhi. 


SlJtti Kttar Singh " Director 

Sahuranpur. 
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-ia.No* Name and Ac^dret-s 

Designation 

10. Deputy Secretary IAS 

(Road Transport) 

Department of Shipping & Land) 

Central Government, 

New Delhi. 

Director 

11. Chief Commercial Supr’rlndant Technical 

NorthesEast Railway 

Gorakhpur. 

Director 

12. Chief Marketing Superintendent " 

Northern Railway, 

New Delhi; 

Director 

Total numb.-r of Directors Including Chairman were 12 

for the year 1987-88. 


Annual Kaj-c 


)C UPdRTC 190V-f«l. 



ANMi^-XURE 4- D 


IHDEX or All'POMOBIl.E&’..'C 


UP^RT C 


S.Mo, Zoni^Peqio n 


a.Ro . Zone/Re^ cin 


(A) . Northern zono 


1 • Bareilly Roolon 

1. Bareilly (llegional) 

2. Bareilly (Rural) 

3. Bareilly (City-Bus) 

4. Sfeahjahanpur (Depot) 

5. Badaun (Depot) 

6. Pilibhit (Depot) 


2. Moradabad Region 

1 . Moradabad (Regional ) 

2 . Mor . dabad (Depot ) 

3. Bljnnui' (Depot) 

4 . Rampur (Depot ) 

3 • Nalnlt al Region 

1. Kathgodam (Regional) 

2. Kathgodciin (Depot) 

3. Haldwani (Depot) 

4. R^inikhot (Depot) 

5. Rudrapur (Depot) 

6. Bhuv/all (Depot) • 

7. Almora (Depot) 

8. Kashipur (Depot). 

4. Tanakpur Region 

1. Tanakpur (Regional) 

2 . Tanakpur (Depot ) 

3. Pithoragarh (Depot) 

4. Loliaghat (Depot). 


5. lAjcknou R e gion 

1. Terhikothi (Rogi nal) 

2. Terhikothi (city Bus) 

3. Charbagh Lucknow (Depot) 

4 . Ollwcr Road (Car Section) 

5. Lucknow (Depot) 

6. Kesarbagh (Depot) 

7 . Sitapur (Depot ) 

8. Raebareilly (Depot) 

9. Hardoi (Depot) 


6. KAMI 'UR RIXilON 

1. Kalpi Road, knnpur (Retjion- 

nl) 

2 . Chunnlcj.inj, Kanpur (Depot) 

3. Joohi Kanpjur (Depot) 

4. Azad Nagar, Kanpur (Depot) 

5. Ffitehpur ) Depot) 

6. Unnao (Depot) 

7. nowar (Depot) 

U. Etuwah (Depot.) 

9 . Farukkhabad (Depot ) 

10. Ouralya (Depot). 

7. JliANSI RIOOION 

1. nanda (Depot) 

2. Muhobu (Depot) 

3. Ruth (Depot) 

4. Jliansi (Depot) 

5. HaitilJpur (Dopot) 



Zone/Region 


3.N0I Zone/Region 


8. FAIZABAD RtniCH 


1. F.aizabad (Regional/Depot) 

2. Gonda (Depot) 

3. Balrampur (Depot) 

4. Buitanpur (De>ot) 

5. Akbarpur (Depot) 

6. Araethi (Depot). 

(C) . WESTERN ZONE 

9 . Aligarh Region 

1. Aligarh (Regional) 

2. Aligarh (Depot) 

3. Etah (Depot) 

.4. Hathras (Depot) 

5. Kasganj (Depot). 

10. Agra Region 

1. Edagah Agra (Regional) 

2. Edagah Agra (City Bus) 

3. Edagah Agra (Depot-Rural) 

4. Fort Agra (Doi^ot) 

5. Foundry Nogar (Depot) 

6. M.ithura (Depot) 

7. Shikohabad (Depot) 

11, Ghaziab.ad Region 

1. Ainrit Nagar (Regional) 

2. Khurja (Depot) 

3. Dulandshnhar (Dofjot) 

4. Jnni (Depot) 

5. Hapur (Depot) 

6. Sikandrab..d (Do) ot) 

7. ‘sahibahsd (Depot) 


12. Mee r ut Region 

1. Meerut (Regional) 

2 . Meerut (Depot ) 

3. Muzai far nagar (Depot) 

4. Garhmukteshwar (Depot 

5. Roorkae (Depot) 

6. Sohrav/gata, Meerut " 

7. Katawli (Dor-.ot) 

1-3 • D ehradoon Region 

1. Dehradoon (Regional) 

2. Dehradoon (Delvixa 

(Derdt) 

3. Dehradoon (Rural Dept 

4 . Har idwar (Depot ) 

5. Baharanpur (Depot) 

6. Kotdwar (Depot) 

7. Dehradoon (Hill ") 

8. Dehradoon (City Bus) 

9 . Chhutma Ipur (De] ot ) 

10 . Rlshikesh (Depot) . 

(D). EAGT ZONE 

14. V.ii-.i naai Region 

1. V.ir.inui.l (Regional) 

2. 0uuni..ur (Depot) 

3. V..run nKCity Oua) 

4. V.ltMlVl.-il (Rui cil) 

5. RoburtagcinJ (Dppot) 

C,. Gh.izipur (Depot). 



.ajoy*. 


a. No. Zone/TReglon 


15. Azartiqarh Region 

1. AzanKjarh (Regional) 

2. Azamgarh (Dejiot) 

3. Doharighat (Depot) 

4. Baliya (Depot) 

16 • Gorakhpur Region 

1. Gorakhpur (Regional) 

2. Gorakhpur (Depot) 

3 . Basti (Depot) 

4. Deoria (Depot) 

5. Nawgarh (Depot) 

^6. Blrdghat (Depot) 

17 . AllahaDad Region 

1. W4wett Road, Allahabad (Regional) 
2 Alwert Road, Al Id. (city Bus) 

3. Zero Road (Dej-jot) 

6 . Mlrzapur (Depot) 

5. Jhoonsi (Depot) 

6. Pr.itapg.irh (Depot). 


Total Workships = 111- 



GLO^.jARy OF TKANJl ORT TERMS 


This glossary is based on the glossary published 
by the central Institute of Road Transport of the 
association of State Road Transport of India and 
gives the authorised definition of transport terms, 
concepts and method of their computation. 


(i). 


• 1 . , Aver age li\imber of Vehicles Held 

Thw dvor.^ge number of vehicles heltl during 
a^ry speciiied period can be arrived at by aading 
the tOT;al number of vehicles held by the unit from 
day to day in the period and dividing by the total 
number of days in the period. 

2 . Average Numb e r of ve h icles in VtorHshop 

The average number of vel.icles in workshiops 
during any speciiied pvariod can be arrived at by 
adding number of vehicles in workshops from day to 
day during the period and by dividing the total 
vehicle days for such vehicles so arrived by the 
number of days in the period. 

Average number of vehicles in workshops can 
be similarly worked out separately for each category 
or condition vizi- 

(i) Under routine inspection 
(li) Off-road vehicles 
(iii) av/aiting scraping. 


3. Aver age D ist .ince Tr ave lled Per Pas nenge r 

Thu average distance travelled per passenger 
indicates the average length of the journey performed 
by pasiengei's. This is calculated as under- 

Total pa ssenger p. r kilom eters 

Total' number of passongcis carried 

a Average distance trtwelled per pnsseng'cir 



Average Ear n ings per passengor - 
• This index reflects the travel pattern of the ' 
passengers. It Is the ratio of total earnings from passengers 
to total number of passengers. 

^ • Cost of O peration - 

The total working cost Inaurrcd in connection with 
the business of transcportation of passengers in termed 
as 'cost of operation' or operating cost. The operating cost 
includes all items of expenditure incu red in connection with 
operation of services including depreciation and interest on 
capital and appropriation from the net revenue but eucluding 
income tax. 

The total cost of operaticns can te classified into- 

(A) Direct operational coot or variables cost 

(B) Indirect cost or Fixed cost or Overheads, 

(A) . All items of costs which have to be incurred for the 

actual running of the vehicle are known as direct ojxsratlonal 
cost or variable cost. In other words, the costs that can bo 
assigned to the service and which would not be incurred if the 
service is not operated or classified under this group. The 
direct opierational cost is also termed as 'running cost' or 
'Population cost’ and includes the following ttems. 

(i) Fuel (ii) Lubricating Oil (lii) auto stores 
(iv) tyres and tubes (v) Depot truffle and maintenance 
staff (vi) cen t oi tidket equi| montr. und trulflc 
stationary (vii) Depreciation on vehicles and 
(Tkiil) passenger tax. 

(B) . The indirect cost, fixed cost or overhead cobt 

includes such items of expend itui e whicVi have to be Incui red 
whether or not a vehilc is actually run, and lircspi'cLive of tin 




(lil) 


volume of op-ration. Such cost are not aflectea by increase 
or decrease in ‘the volume of operation over short period. 
Increase or decrease in kilometers operated is not followed 
by proportionate Increase or decrease in overhead costs. 
Indirect costs consist of such expenses incu.red on -ehalf 
of the operation as a whole and cannot be assigned to any 
particular service or part of the op' rations. The following 
items can be classified as indirect or fixed or overhead oost- 
vlz- 

(i) MV Tax (li) passenger tax (iii) Other tax and 
insurance (iv) depreciation on assets other than 
vehicl.es (v) Interest on capital/loans etc. 

(vl) General administration expenses including 
contingent expenses and (vli) All other expenses 
not Included under direct oporationa] cost};, 

® • * Cost per Kl IOmeter - 

As in case of revenae, the cost of operations in 
absolute does not a/ itself indicate the efficiency or 
otherv^ise of the service operated. A relative measure of 
costs has to be worked out to compaie the coot of producing 
the service with rate of earnings, cost per kilomtors is 
one of such relative measures, which is computed by selecting 
effective kilometers as a unit of measurement. * 

The cost per kilometer is computed by dividing the 
tototal cost of ope-r..tions by the toLal eifectivo kilomters. 

The cost )v'r kilgmeter can be worked out either in 
respect of each comiaonent of the coaL separately. 




(Iv) 


7 . Capi tal Recelpts - 

Capifesl receipts represent the money receives- from 
the participating governments as contritution tovrards 
the capital investment in the undertaking tor utilization 
for acquis,iticn of permanent assets to run the business. 
Borrowed capital raised thr'ough issue of debentures or through 
loans from banks and other financial institutions and utilised 
for acquisition of assets also constitute capital receipts. 
Similarly, amount financed from internal resources for 
acquisition of assets also constitutes a source of capital 
receipts. 

8- Capital Expendjture - 

Capital expenditure represents all expenditure 
incurred in the acquisition of permanent assets which are 
intended to be continuously used in the business of the 
undert»-king for purpose of earning i"Vonuo, Thun, the expondltui 
incurred for acquiring uuseta such nu land and buildinga, 
plant, machinary and equipments, motor vehicles and similar 
assets by way ’of permanent equipment for carrying on the 
business of transportation of passengers are classified at: 
capital expenditure. 

Any amount spent on extent. Ic.n or Improvement of 
the existing asset.': i/lth the al;n of li;cTC using their revenue 
earning capacity is ..Iso classified us capital exptsnditure . 

9. C apital Emnlovcd or I::vestei - 

The cumulative expenditure on ixTiminont assets at 
a point of time reprisent the total capital einployocl or 
capital invested .in the organisatio::. 

Mean capital employed is e.iual to- 
Capital employed at tlie beginning of the year + 
Capital employed at the oiul of year 
2 


reverue expenditure Is the gross proi-lt margin and the 
excess of the total gross reverue over the total cost of 
operation (including depreciation and interest) is the 
net i-rofit margin. The net profit margin is usually arrived 
at before charging income tax. 

11. C ross Revenue - 

Total rovsrus derived from all the sources 
constitutes “gross revenue" or 'total revenue", 

12. Earning Per kll on u-ters- 

The earning per kilometer is the ratio of total 
earning the total efJective kilimeters. Earning per 
kilometer is one of the useful ratio to indicate the earning 
potential of a route/depeot/division/organisation. The EPK 
is related to the carrying capacity of the buses fare 
structure and the earning the earning potential of route. 

13. Earning per bus- 


When a bus is selected as a unit of mo? sure, the 
resultant rate will be earnings per bus. Earning per bus 





(Vi). 

14. Fleet Utlllaatlon or vehicular Utlllsation - 

Flefet utilisation, also tonnod as vehicular utllisatioi 
is the ratio of the number of vehicles on road to the float held 
by the unit. Fleet utilisation is ali-ays expressed as percentage 
and it is a measure of the efficiency of the enginnering 
department. It i//incicates how many of the total vehicles 
held or actually utilised for operations. 

Fleet utilisation can also be calculated on the 
basis of the effective fleet that is to say the total fleet 
held minis vehicles held up for major repairs, scrapping etc. 

15 . Occupation Katio or Ocoupa .cy Ratlo - 

Occupation ratio is the p reentage ratio of passenger 
kildimters (seat kllornoters sold) to seat kilometers offered. 
Thus- 

Accupatlon Ratio = Pnsseni 'o r Kilo me ters „ i nn 
. Seat KUomotoru oTTered’' 

This ratio is important since it throvis light on the 
volume of traflic and indicates the extent the seats provided 
were occupied, and is of fundamental value at the time of 
revision of timings augmentation of trips and realignment of 

The accupation ratio is tin; most important r.tatistic. 1 
indicator pertaining to the adequacy or othorwiso of the 
services offered to the public. A vci y low i auio may 1 nil cates 
the need for either t eduction of tiip:. or Ci u.ie oJ llmliuic. 
while a very high ratio may indicate eitlicr overloading 
or non availability of neats at Int' i mediate points and Liu: 
need to augment the -.erilides. 




(vii) 


lb'. Operating Ratio - 

The operntinrj ratio is ttio percentage ratio of the 
total cost of operations or operating costs to the total 
traffic or ^operating revenue. 

The operating ratio is arrived at as undcr- 

?o hal..pporating cost x 100= % operating 

Total traffic/operating f eve rue ratio. 

The operating ratio is the most general measure of 
operational efficiency and an Index of economic opr ration of 
services. It in iitiporuant to tho mpri. igemcnt in Judging its 
operations. The ratio when substracLcd from 100 percent shows 
the net operating margin available. 

17. Profitability Ratios - 

Profit margin can be macinurod in rehjtion to the 
Capital that is invested to earn it. The ratios that are 
usually employed to measure the profitability of tic capital are- 
(i) Percentage ratio of gross profit margin to the 
Cepital employed (on assets) 
gll) Percent age ratio of not profit margin to the 
capital employed (on ascotn) 

(lii) Percentage return on capital (the percentage 
ratio of net profit before intert'st and taxes) 
the capital employed (on assets). This ratio 
snows the lelationship between tie size of pi^fit 
and the capital employed. 

Higher ratios, are indicative of bettor profitability 
of the capital invested, 
la. Kout e Kllometers- 

The actual ..ist.inco in .'iloin.'t.T jj h-lwc n to Liumlnal 
points of a route as uefinod above ir. tlie route kiloimiUoi s. 

The total route kilonu-ters opi-rated by a 'depot/divislojv 



(viii) . 


a>ndertaklncj is the sum total of the actual length or di«t, 
in kilometers bf all the routes in operation by depot/divi-i. 
undertaking. 


rolls) 
n the last 

aif employed. 
3 well 


19. Staff .Employed - 

The total staff actually working (on rolls) In thg 
various units (Depot/Uivi sion/other units) as . 
a specified period will represent the total st^ 

The staff will include the permanent 
temporary employees including daily wagers actually working or 
the specified date but will exclude the substitutes working 
against leave/su^pension vacancies. 

The St :ff employed can be bro'dly classified into 
three group viz (i) Traffic (il) workshop and maintenance 
(iil) Administi-Mtlve . 

. (i) Traffic -staff- 

includes drivers, conductors, other traffic 
operational stall, such as controllers AT Is and ATS, Ticket and 
traffic office staff at the depot arl the divisional traffic 
office. 

(ii) W orkshop a n d Maintenan ce Staff- ^ 

Includes all workshop staff including 
supervisory staif at depot, divisional and central workshop 
but does not include staif employed c 
•■ading, body building c 
staff- 


1 p<>rophorlal activities 


(iii) Acimi ni.-;_t 




Includes al 1 1 
groups (i) and (ii) '.bove. All the st 
central offices irrespective of the c 
are working are grouped as adminJ^sti . 


lat includad i,^ 
.ng ip. the 
; in wliicli tiiay 



(lx). 


20^ Vehicles Utlllaatlon- 

Kilom^ers done per vehicle on road per day Is^ 
vehicle utilisation. It is a measure of efticiency of both 
the engineering and the traffic department. It indicaces how 
much the vehicles made aval labJe for operations are used. 

Usually vehicle utilisation is ecpressed in relation 
to gross kilomet^xs. It can also be e:i^ressed in terms of 
Average vehicles utilization is worked out as under- 

Average gross/effective Kms. done per day 
Average no. of vehicles on road per day 
and 

Total gioss/ef leotive kms. during the period 

Total vehicles days for vehicles on road during period, 



